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Wren hurry up jobs say . 


‘work all night’ heht and power are ready 


Orders pile up in a factory. Shop tele- 
phones ring: “Get this out tomorrow if 
you have to work all night to do it!” That 
night the hum and hammer of the shop 
never ceases. Lights blaze in long rows 
over whirring machines; lights twinkle 
from the windows of offices. 

The demands of industrial plants for 
light and power at unexpected times must 
be met by your electric light and power 
company, whatever their proportions. 
Some nights there are no factories work- 
ing; some nights only one; some nights a 


WESTINGHOUSE ELECTRIC & 
OFFICES IN ALL PRINCIPAL CITIES 


hundred. But the electric company must 
be ready at all times with the tremendous 
power that would be demanded if every 
factory in the city were running, just as it 
is ready with light for a single room in 
your home when your finger touches a 
switch. 


Westinghouse works in close coopera- 
tion with your light and power company, 
constantly developing and improving the 
apparatus that assures reliable electric 
service twenty-four hours a day, whatever 
the demand. 


MANUFACTURING COMPANY 
REPRESENTATIVES EVERYWHERE 


Westinghouse 
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Financial Independence can be attained by thrift and wise 
investing. 


An easy and convenient plan is to purchase a few shares of sea- 
soned investment issues whenever you have available surplus 
funds. 


Our “Odd Lot Trading” booklet explains clearly how you can 
start on your way to independence. 


Ask for M.W. 347 
100 Share Lots 
Curb Securities Bought or Sold for Cash 











John Muir& (Oo 


Members ‘New York Stock Exchange 
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iNew York Counn Exchange 
. 50 Broadway Associate pth sh pi York Curb Market New Yor k 
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Public Utility Bonds 


The continual growth of the population of the country and the consequently 
increasing demand for gas and electricity and other utility services have firmly 
established the Public Utility Industry as a field for sound investment. 


Since 1882 Harris, Forbes & Company have been prominently identified with 
the financing of utility companies in every section of the United States and 


Canada. 


Throughout this entire period we have been in close contact with the Public 
Utility Industry. We have developed an organization of trained and experi- 
enced men whose duty it is to keep in constant touch with investment condi- 
tions and give investors the benefit of their judgment in selecting sound bonds 
for safe investment. 


Qur monthly circular outlines numerous issues we recommend. 


Harris, Forbes & Company 


New York 
Harris, Forbes & Co Harris Trust and Savings Bank Harris, Forbes & Co Harris, Forbes & Co 
incorporated Bond Department Limited Limited 
Boston Chicago Montreal London 
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The OLDEST TYPE 


OF INVESTMENT 
IN MODERN FORM 


is the title of an 
interesting booklet 
for the conserva- 
tive bond buyer. 


A.B. Leach & Co., Inc. 


57 William St., New York 


Please send me your booklet 
headed “The Oldest Type of 
Investment in Modern Form.” 











For convenience, use this coupon. 
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Specialists in Standard Oil Securities 


25 Broad St. New York 
Phone Hanover 5484 
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Diversify ! 


Holdings in several classes of securities give better balanced 
investments. 


Odd Lots 


Make this method of safeguarding more available to the 
average investor. 


Large or small orders given the same careful attention. 


Write for convenient handbook on Trad- 
ing Methods and Market Letter M.G. 3 


(HisHOLM & (HAPMAN 


Members New York Stock Exchange 


52 Broadway Widener Bldg. 
New York Philadelphia 


Telephone HAN over 2500 Telephone Rittenhouse 1157 























How to Make Your Funds Work More Intensively 





THE INVESTOR who buys just ordinary bonds has to accept a 
limited return on his money. The investor in HODSON PARTICI- 
PATING BONDs receives more than an average return (6% bond 
interest plus'a share of profits) and is assured of safety in the fact 
that no Hodson Bond has ever defaulted. Participation Bond 
owners “get ahead” much faster than those who attempt finan- 
cial independence without the aid of Profit Sharing. 


GETTING AHEAD! Mail the coupon for this booklet, which shows how. 








CLARENCE HODSON & CO. inc 
165 BROADWAY New York CORTLANDT 6251 
SEND ME BOOKLET M. W.—373 
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STRENGTH OF THE 
UTILITIES 








Lucrease 


your knowledge of 
Public Utility Bonds 


HE most substantial reasons lie 
behind the tendency of conserva- Some of the 
tive investors, banks and insurance : ; 
companies to steadily increase their Topics Discussed 
investments in public utility bonds. What is back of the Utilities’ 
The booklet offered here goes into remarkable growth? 
these reasons thoroughly and makes it The future possibilities of the 
. market for Utility Services. 
easy for theaverage investor to become , 
< . Growth in the holdings of 
well informed on the subject. Public Utility Bonds by in- 
The information in this booklet is stitutional investors. 


authoritative. It is based on intimate The trend toward and reason 
for consolidations in the 








knowledge of public utility financing Utility Field. 

which we have gained through many The present position of Street 

years of broad activity in this field. Railway Transportation. 
Ten important tests are offered for Gas, an npeusiend pry 

determining the desirability of any portage sical 

public utility bond. The readeristhus The basic soundness of Water 

given a simple and very practical Bonds. 

method for judging the security of | Why Utility Bonds are attrac- 

tive to the individual investor. 


. eee ld at di How to select Utility Bonds. 
resent holders and intending pur- Rapevinatative Udilay Preper- 
chasers of Public Utility Bonds will ay 


find this booklet interesting and helpful. 


HALSEY, STUART & CO. 


INCORPORATED 
cuicaco 201 S, La Salle St, New vorx 35 Wall St. 
PHILADELPHIA 1:1 South Fifteenth St. petroit 601 Griswold St. cieverann 925 Euclid Ave. 
st. Louis 319 WV. Fourth St. noston 85 Devonshire St. Pit TsBurGH 307 Fifth Ave. 
MILWAUKEE 426 East Water St. MINNEAPOLIS 608 Second Ave., 8. 








KEEP POSTED 


The books, booklets, circulars and special 
letters listed below have been prepared with 
the utmost care by business houses of the 
highest standard. They will be sent free on 
request, direct from the issuing houses. 


Please ask for them 
in numerical order. 

We urge our readers to take full advantage 
of this service. Address, Keep Posted De- 
partment, Magazine of Wall Street, 42 Broad. 
way, New York City. 














Listen in every Thursday evening to the 
OLD COUNSELLOR oa the HALSEY-STUART HOUR 


Helpful answers to everyday investment problems— 22 piece concert orchestra 
8:00 P. M. Central Standard Time : 9:00 P. M. Eastern Standard Time 



















“INVESTING FOR SAFETY” 
The newest publication of S. W. Straus & 
Co., 565 Fifth Ave., New York City, de 
scribes in detail the methods followed by 
this organization in underwriting first mort- 
gage real estate bond issues. (217). 


STANDARD OIL ISSUES 
We have available for distribution descrip. 
tive circular on all the Standard Oil issues, 
(219). 


THE PARTIAL PAYMENT 
method of purchasing good securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock Exchange 
Tlouse. (224). 


ODD LOTS 
A well-known New York Stock Exchange 
firm has ready for free distribution a book- 
let which explains the many advantages 
that trading in odd lots offers to both smull 
and large investors. (225). 


A SUGGESTION TO INVESTORS 
This booklet explains in detail the features 
of Odd-lot investing. If interested, the 





























prominent New York Stock Exchange firm 
issuing this booklet will be pleased to send 
you a complimentary copy. (278). 


BOND RECORD 
A convenient record book for listing bond 
holdings, interest payments, profits, ete. 
Title heading of book, ‘‘My Investments.” 
A limited number is being distributed gratis 
by a leading Bond House. 


THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to judge 
the market more accurately. Sent for three 
months without charge. (290). 


THE KNACK OF CORRALLING DOLLARS 
This 48-page booklet issued by the Prudence 
Company will show you a proved way of 
getting and making it grow, that has 
enabled thcusands of men and women to 
enjoy rich, ali-around success and genuine 
happiness through achieving financial inde 
pendence. (316) 


FOR INCOME BUILDERS 

This booklet describes a practical Partial 
Payment Plan, whereby sound securities 
may be purchased through monthly pay- 
ments of us little as $10. Shows how & 
permanent, independent income may 
built through the systematic investing of 
small sums set aside from current earnings. 
(318). 


“IDEAL INVESTMENTS” 

is the designation universally accorded 
Smith First Mortgage 644% Bonds which 
carry attractive tax refund features. 
history of the House and information rela- 
tive to their bonds and the safeguards that 
surreund every issue they offer, may be 
obtained without obligation. (326) 


“RULES FOR SAFE INVESTMENT” 
Knowledge gained over a long period of 


years makes it possible to determine 
whether a given spot in a city will _ 
wil 


growth in property value which 
steadily increasing. This is only one - 
the important factors of safety of Rea 
Estate Bonds which are explained in this 


booklet. (327). 


THE REAL ESTATE INVESTMENT OF 
THE FUTURE 


Mr. Fred F. French, one of the country § 
hag ex 





30 Stations associated with the National Broadcasting Company foremost real estate authorities eT 
plained the operation of the French a Be 
the above mentioned book. Send for ¥ 
free copy (348). 
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E extend the facilities of our organiza- 

tion to those desiring information or 

reports on companies with which we are 
identified. 








Electric Bond and Share Company 


(Incorporated in 1905) ° 
Paid-up Capital and Surplus, $115,000,000 
Two Rector Street New York 


















































Protect Your Holdings 


The interest of A. C. ALLYN anp COMPANY 
extends beyond the mere sale of securities to the more 
constructive side of investing—namely, the constant 
supetvision of investment accounts, through which the 
most profitable return is achieved on invested funds. 


Our Department of Economics and Surveys is espe- 

ieadeliitaieacines cially equipped to check periodically the security hold- 

hones ings of individuals, banks, and corporations, or to 

“A Valuable Aid to give merchants and manufacturers independent sur- 
Banks and Investors.” yeys of their specific industries. 


Ask for AT-286 We invite you to engage these facilities. 


AC.ALLYN*>» COMPANY 


INCORPORATED 


Investment Securities 


CHICAGO NEW YORK. BOSTON PHILADELPHIA MILWAUKEE 
67 W. Monroe St. 30 Broad St. 30 Federal St. Packard Bldg. 110 Mason St. 


MINNEAPOLIS — ST.LOUIS DETROIT SAN FRANCISCO 
415 So. 2nd Ave. 420 Olive St. Dime Bank Bldg. 405 Montgomery St. 

































































Our Subscribers Get the Most 
Out of Life As They Go Along! 


Read the following letter from a regular subscriber: 


Gentlemen: 

“I feel I owe you a subscription for the reason that a few years ago while taking your Magazine, 
I became interested in Southern R. R. through reading your articles about this stock. I bought a 
block at 28 and have held it ever since. I am now enjoying about 20 per cent to 25 per cent 


dividends besides having a paper profit of over $10,000. —F. R. W. 


This is just one of the many investors whom The Magazine of Wall Street, through expert guidance, is helping 
to increase their profits and income; to secure the happiness of their family and self; to get the most out of life 
as they go along and still build up a substantial back-log for rainy days and old age. 

The above investor further realizes that in order to keep fully posted on his present holdings and take advantage 
of new profit opportunities he must subscribe so as to receive every issue, as soon as published. 


Our Work Is Not Spasmodic, But Consistently Accurate and Profitable 


A new era in the stock market is opening up with many money-making opportunities. Some securities have 
reached the top of their possibilities. Others are just about ready to go forward. Let our experts point out the 
bargains in high-grade, dividend-paying stocks and protect your present holdings. 


New Opportunities for Profit in the Next Few Months 
Appearing every other week The Magazine of Wall Street will bring to its readers a wealth of material, bearing 
upon the current business and investment situation. 
Among other specially unique and valuable features will be: 


—Bargains Among Stocks which have Declined. 

—Review of Doubtful Securities. Tremendously helpful for checking ‘your holdings. 
—Opportunities for Investment at Low-Price Stocks. 

—Facts, Figures and Profit Recommendations in Securities Representing Industries which 


Have Been Depressed. 
—In every issue—Educational articles by experts enabling you to develop your own judg- 


ment and become a skilled and successful investor. 


will 
It will establish you on the right course—and keep you in touch with the conditions and positions of the securi- 
ties you hold. Coupled with this, the FREE PERSONAL INQUIRY 
SERVICE gives you the privilege of requesting a personal opinion as to 


the status of a reasonable number of your holdings or the standing of a G et | is Book 


broker. In order to assure prompt replies to all subscribers each communi- 

cation must be limited to three securities. The Bisinens at 
Why not become a permanent subscriber? Carry Trading in Stocks 
THE MAGAZINE OF WALL STREET as your F R E E 


investment insurance at a cost of only $7.50 a year. 





On receipt of your subscription, we will send you, Free of charge, a With Your Subscription 
“es * “4 4 99 A new b Rk: 169 ges, 

copy of “The Business of Trading in Stocks. vich, flexible binding, 
a 4 ae. 

can ae ee ‘(Sau eeanaaan= aa@r t t yt 
seeeecee MAIL THIS COUPON TODAY “ — Sa a 


ly explaining how to 
make profits and—above 
all—how to keep them. 


The Magazine of Wall Street 
42 Broadway, New York 


Gentlemen: Enclosed find $7.50. Send me The Magazine of Wall Street 
for one year (26 issues), including full privilege of your FREE Personal 
Inquiry Service. (Canadian postage 50c extra; foreign $1.00). 


Gives a clear authoritative 
exposition of the fundamen- 
tal principles essential to 
succeessful trading under 
present day market condi- 
tions—written by an expert 
who knows trading and 
knows how to explain this 
profitable subject so that the 
average business man can 
understand and apply the 
principles for his own profit. 


Also send me FREE a copy of 
“The Business of Trading in Stocks.” 
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The Magazine of Wall Street 


A Galaxy of Political 


Stars 


OHarris & Ewing 
Hon. Herbert Hoover 





© Harris & Ewing 
Senator Charles Curtis 


© Underwood & Underwood 
Ex-Goy. Frank, Lowden 
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AIURING the past several years, THE 
Xm) MAGAZINE OF WALL STREET has 
4 numbered among its contributors some 

A| of the greatest Government authorities 
and political lights. It is especially 
interesting to look back to the striking 


contributions of such men as.Secretary Hoover | 


and Governor Smith. 

Both the Republican and Democratic nomi- 
nees for the Presidency have uttered their 
views on vital affairs in this publication, and 
it is of interest to point out that both the nomi- 
nees for the vice-presidency, Senator Curtis 
and Senator Robinson, have also been con- 
tributors. Among some of the more important 
contenders for the presidential nominations in 
the two recent Conventions who have written 
for this publication or given interviews to its 
representatives have been ex-Governor Low- 
den, Senator “Jim’’ Reed of Missouri, Cordell 
Hull of Tennessee and Atlee Pomerene of 
Ohio. 

THE MAGAZINE OF WALL STREET 
deems it important to present before its readers 
the best and most timely news and opinion on 
the current financial, political and business 
topics of the day, and secures its information 
from the most authoritative sources. 

We point with honest pride to this achieve- 
ment which, we believe, is not common in 
financial journalism. Our effort will be to 
continue this important feature of our work 
not only with regard to publishing the views 
of leading figures in American business, finan- 
cial and political life but, also, those of the 
influential men abroad. 


AP 


© Harris & Ewing 
Gov. Alfred E. Smith 


© Harris & Ewing 
Senator Joseph T. Robinson 
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Roslyn, We urge our readers to take full advantage 
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SCOPE AND SERVICE 
This new booklet gives a descriptive and 
historical sketch of one of the largest 
FTON! aVENA ? public utility companies in the country now 
\ J responsible for public service in more than 
1,000 communities. (362). 


B WHY WE CHOSE ATLANTA 
| Lucas ; See what Atlanta can mean to your busi- 
,  Wintersywdg Af ness. Send for this free booklet giving the 
Hill -+“Cr0 Eberle | S(MUODY experience of more than 600 concerns now 
/ in Atlanta. (363). 


MAKING PROFITS IN SECURITIES 
Are you profiting by the major and also the 
minor swings of the market? If not, you 
will be interested in the above booklet is- 
sued by a leading financial service in New 
York City. (3877). 


ILLUSTRATED YEAR BOOK 


Interesting facts about the development of 

O a one of the largest public utility Systems in 
the United States will be found in this in- 
teresting free booklet. (380) 


PORT OF NEWARK 


This booklet gives a most comprehensive 
description, not only of the Port of Newark, 


Hundred Towns SIGE Rad os ee 
diately adjacent to it. It is well worth 
reading for the information it contains. 

(410). 


, r — ° CONSISTENT INVESTMENT SUCCESS 
l or , 
GIV EN a large market, electricity can be supplied The sound investment principles followed by 
1c ea le . . the Brookmire Service and the adaptability 
economically: a large market permits large-scale pro- Sf thane ulate So, eo Gaeees 
. us ° every investor, large or small, is described 
duction and constancy of output, first essentials of effi- briefly in this’ interesting booklet. (413). 


cient generation. A 7% YIELD FROM FIRST MORTGAGES 
: ° ° ° ° on individual homes that do not exceed 50% 
In the congested metropolis, the market is within of valuation {s fally explained. in a very 
° attractive booklet—also how one may double 
easy reach of the generating plant. In the small towns his investment with absolute safety of prin- 
d h 1 ‘ l Z 1 1 . cipal-in 10 years, 26 days. (415). 
and over the less populous countryside the generating - vou aan eee 


plant must seek out its market with a widespread net- in an 8% return on your money with abso- 
lute safety, consider the investment features 


work of transmission lines, through which it serves not of the B. & L. shares issued by a strong 
bo) Florida Building & Loan Association. (416) 


one, but a hundred towns—a “city” of power users AMERICAN DEPARTMENT STORES COR- 
. . . ; PORATION 
spread over a vast area. In this fashion the Middle West A pampilet giving the complete history ot 
Utilities Company’s subsidiaries have brought ample this company, undet the following isterett 
i : ; : Ch i trends in Department Store 
and cheap power to widespread sections of thirty states, nacchanine. ‘ 
4 : * : Greater retail opportunity for medium 
in some cases replacing uneconomical local plants, in sized city stores, 
A. D. S. plans to capitalize this changing 


other cases bringing electric service for the first time. trend. 
i ; Early history of the company. 


This widely diffused power supply enables industry Comparisons of chain store stocks. 
‘ é j Any buyer of chain store securities will be 
interested in this data. (424). 


: : : we MAKING MONEY IN STOCKS 
‘ae ves ¢ o -osts ¢ o ver costs 

city congestion and high costs and gaining lower costs i) sau cou SU a market 
2 aac: , -3 . iti while 1 “ you will enjoy reading the recent book pub- 
and more pleasant working conditions, while contribut Hsied hy. the Tavevtment. Heseareh Bret 
. > . oo mo It describes in detail the Bureau’s Financia 
ing to the greater economic progress of the small towns. Soccien, aod Wit kG MA a Ge ee woe 
request together with current stock market 

and special reports. (425) 


INVESTMENT TRUST POCKET MANUAL 
showing par values, dividend rates, dates 
payable, market ranges, 1927 to 1928, on 
150 active investment trust securities, and 
other valuable data, is being offered free 
by a concern specializing in Investment 


MIDDLE WEST UTILITIES COMPANY Trust Securities. (429). 


INVESTMENT TRUST SHARES 

SURVING 3° COMMUNITIES IN STATES Guaranteed marketability is an outstanding 
3389 30 feature of the shares issued by the Pruden- 
tial Company, a leading Investment 1 rust 
house. The trustee is obligated to buy back 
these shares at the selling price of the 
stocks, forming the security, all of which 
are listed on the New York Stock Exchange. 
(430). 
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to occupy non-metropolitan territories, avoiding big- 
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H. M. Byllesby and Co. 


NCORPORATED 
Underwriters, Wholesalers and Re- 


tailers of Investment Securities 
— Specialists in Public Utilities 


CHICAGO NEW YORK 
231 S. La Salle St. 111 Broadway 


BOSTON PHILADELPHIA PROVIDENCE DETROIT 
MINNEAPOLIS ST. PAUL DES MOINES KANSAS CITY 


Direct Private Wires — Chicago - New York - Boston - Philadelphia 











Byllesby Engineering and Management Corporation 


Engineers — Managers 


for 


Standard Gas and Electric Company Mountain States Power Company 
Standard Power and Light Corporation Northern States Power Company 
Allegheny County Steam Heating Company Oklahoma Gas and Electric Company 
The Beaver Valley Traction Company Philadelphia Company 
The California Oregon Power Company Kentucky West Virginia Gas Company 
Duquesne Light Company (Pittsburgh) Pittsburgh Railways Company 
Equitable Gas Company (Pittsburgh) San Diego Cons. Gas and Electric Co. 
Fort Smith Light and Traction Company Shaffer Oil and Refining Company 
Louisville Gas ard Electric Company Southern Colorado Power Company 
Market Street Railway Co. (San Francisco) Wisconsin Public Service Corporation 
Wisconsin Valley Electric Company 
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One Thousand Dollars A Second 


Foreword to our Book 


(5 PRESENT Day of America’s world financial supremacy 

represents the result of a growth dating back but little 
over three generations. In this comparatively brief span, 
natural resources have been utilized to such an extent that 
the securities of the companies developing them are valued in 
billions of dollars. The products of our industries are to be 
found in all markets of the world. 


The industrial and financial progress of the country, its 
present position, and the future of American investing, as 
foreshadowed in the trends of the past few years, are depicted 
briefly in the following study of the investment record of the 
last half decade. 








The graphic summary of the results of joining the hands of 
investors with those who borrow through the investment 
banking houses, gives to those who buy, sell or deal in 
securities, an outline of America’s accomplishments, and an 
indication of what the future may hold. 


Complimentary Copy Furnished on Request 


STONE & WEBSTER and BLODGET 


INCORPORATED 
120 Broadway, New York 


Boston Chicago Philadelphia 
Hartford Portland Providence 
Rochester Syracuse 
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INVESTMENT & BUSINESS TREND 


International Phases of High Money Rates Here 
—New Financing Declines—The _ Rediscount 
Rate—Brokers’ Loans—The Market Prospect 


NE of the most interesting develop- 
ments attendant upon the advance 
in money rates in this country has 
been the recent drop in foreign ex- 
change values. This undoubtedly is 

*} in reflection of a flow of money 

from abroad which is already commencing 
to assume considerable dimensions. Higher 
money rates in the United States are 
naturally bound to attract funds here from 
the chief money centers of the world, based 
on the fundamental law that money will go 
where it can earn the most. There are sev- 
eral important sources of this return flow of 
capital. One of these is the funds trans- 
mitted to the American call money market 
by foreign private banks. Another is the 
return of home capital presently employed 
in Europe by American banks and others 
brought on, of course, by the high money 
market at home. The third is the sale of 
foreign securities held by American interests 
who believe that they can secure at least an 
equal return by taking advantage of the 
present situation. As a result of these 
forces, the return flow of capital is becoming 
a factor in the home situation, sufficiently to 
have already brought the call loan rate down 
from 8 to 6%. This change, however, is of 
surface character which might be altered to 
some degree by such factors, for example, 
as fluctuations in foreign exchange rates or 
by higher money rates abroad. 

From the fundamental viewpoint, the loss 
in gold supplies is of greater significance for 
this has definitely caused a contraction of 
available credit. Until this latter situation 





changes or until the present extended posi- 
tion of the banks is improved no permanent 
relief may be expected from the receipt of 
funds from abroad. At the same time, it is 
essential to recognize that this return flow 
of capital tends to exert an ameliorative in- 
fluence so far as the call money market is 
concerned. It remains to be seen whether 
this influence will be extended. 
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NEW S a result of the de- 
FINANCING cline in bonds and 
the somewhat con- 
gested condition of the new securities mar- 
ket, new financing has been kept down to 
small proportions. Liquidation of govern- 
ment and other bonds by banks in order to 
take advantage of the call market and to 
place their reserves in better position has 
brought about a selling movement which has 
made it difficult to move that portion of 
issues which had been brought out in recent 
months and which had not been sold to 
private investors and other buyers. Ob- 
viously, this has discouraged investment 
houses from further clogging up the market. 
For the present, investment firms are inter- 
ested in reducing their “inventories” but do 
not expect much success until the money 
trend shows signs of changing. In the mean- 
time, it is of interest to note that private in- 
vestors and insurance companies consider 
the present level of bonds low enough to 
warrant their entering the market again 
though probably on a limited scale. 
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REDISCOUNT \ ITH the way led 
RATE by the Chicago 

; Federal Reserve 
Board and promptly followed by the New 
York bank, the rediscount rate has been 
moved up from 41% to 5%. At this writing, 
several of interior Federal Reserve banks 
have followed this move. Presumably, all 
the twelve banks within a short period will 
be on a 5% basis. If the Federal Reserve 
Board is intent upon reducing borrowings 
for security purposes, it is a question of 
doubt whether this can be accomplished by 
equalizing the rate among all the banks. 
Close observers believe that a more effective 
instrument would be to keep the New York 
bank rate lower than that in most of the in- 
terior banks. This would have the tendency 
of diverting funds presently employed by in- 
terior banks in the New York market back 
to their origin. Such pressure on New York, 
it is believed, would result in bringing about 
the security liquidation on which, evidently, 
the Federal Reserve Board has set its heart. 
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BROKERS’ N publishing its brokers’ 
LOANS loans statement, the 

Federal Reserve Board 
unfortunately does not segregate its figures 
into loans on bonds and loans on stocks. 
This has made it impossible to ascertain, ex- 
cept by conjecture, to what extent the in- 
crease in brokers’ loans has been due to stock 
speculation or to bond financing. It is well 
known that the great activity in new financ- 
ing up to the end of the fifth month of the 
year increased the borrowings of investment 
dealers and therefore of the banks who ren- 
der this accommodation. On the other hand, 
the great speculative activity in stocks last 
Spring undoubtedly also had an important 
influence on loans. Which has been the pre- 
dominant influence has become “x” in the 
equation and until it is solved, it would seem 
that a really comprehensive understanding 
of the significance of brokers’ loans will be 
difficult to achieve at on a scientific basis. It 
would be a great aid to those whose business 
it is to closely observe the workings of 
finance and investments, if the Federal Re- 
serve Board extended the service it is now 
performing by segregating the loan figures. 
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N air of uncertainty 

surrounds the se- 
; curities markets 
owing to the money situation but the clouds 
seem <o be lifting a bit from the business 
landscape. Various commercial agencies re- 


BUSINESS 
CONDITIONS 


port that business is better than was 
thought possible a short time ago. For ex- 
ample, seasonal influences which generally 
at this time have some effect toward curtail- 
ing manufacturing operations have not thus 
far made a pronounced impression. Em- 
ployment has increased and consumption of 
goods is on a fairly high plane. The price 
situation still gives some concern with the 
margin of profit not as high as it ought to 
be. Also higher money rates may have some 
effect in retarding the recent tendencies 
toward improvement. Nevertheless, the 
present seems a net gain for business as a 
whole with fairly good prospects for the 
balance of the year. 
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HE recent conference 
between Mr. Hoover 
and President Cool- 

idge indicates the close relationship and har- 

monious understanding between the two. In 
the most astute circles, it is believed that 

Mr. Hoover may be depended upon to carry 

out Mr. Coolidge’s policies and to add to 

them by drawing upon his enormous fund 

of practical experience and knowledge. A 

smooth flow of good business is a pleasant 

thing to look forward to. 


POLITICAL 
SITUATION 


Sa 


HE market gives the 
aspect of a hound 
held sternly in leash, 

the leash in this case being the high money 

market. There is no question but that 

Federal Reserve policies leading to credit re- 

striction for speculative purposes have had 

at least the result of greatly tempering 
speculative activity. Average daily trans- 
actions on the New York Stock Exchange, 
for example, are now less than half of what 
they were several months ago. The market 
is bound to be sensitive to changes in the 
money rate situation under present condi- 
tions. Small rallies and declines according 
to fluctuations in the money rate are to be 
expected. The market itself reflects this 
condition in its inability to establish a defi- 
nite trend. In the meantime, it is to be 
noted that stocks of genuine investment 
merit and which are selling on an attractive 
yield basis are commencing to show definite 
signs of resistance to selling. General un- 
certainties in the stock market, however, 
complicated by a degree of congestion in the 
bond market, do not lend much support to 
the hope of early resumption of the broad 
upward move terminated last June. 

Monday, July 23, 1928. 
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Public Utility Industry Faces 
Future With Confidence 


By E. D. KING 


ACH year, it has been the settled policy of 
this publication to issue a complete review 
of the activities and important developments 
relating to the public utility industry. This 
year, in the special section devoted to this 
purpose, we have continued the policy of 
bringing to the attention of the reader the 
salient points regarding the industry’s chief problems 
and its important phases in general. Much of the ma- 
terial therein presented is necessarily statistical and 
informative from the factual viewpoint but there is 
an element in the situation which it seemed wiser to 
treat in this editorial fashion. The reference is to 
the astonishing degree of confidence reposed in the 
managers of the industry in the face of the investiga- 
tion now being conducted by the Federal Trade Commis- 
sion. It is as if the public had intuitively estimated 
the situation at its true value and had come to the 
conclusion that the manipulation and unfair methods 
of the few should not be confused with the construc- 
tive efforts and essential honesty of the many who are 
devoting themselves to the efficient operation of the 
industry. 

Millions of men and women today are bond- 
holders or share- 





legislature of the State of New York passed an im- 
portant measure whereby certain types of properly 
qualified public utility bonds were declared legal 
vehicles for investment by savings banks and a 
limited group of preferred stocks were declared legal 
for investment by insurance companies. This tangible 
recognition of the essential soundness of the status 
of this group of securities by the State of New York 
is an important development for it foreshadows the 
time when high-grade public utility issues will be as 
scarce as the so-called legal railroad bonds are today. 

From the viewpoint of internal economy, the in- 
dustry has made progress this year. There have been 
a number of important consolidations and most com- 
panies have shown that their control over operating 
expenditures is not diminished in any way. The re- 
sult of the latter is that earnings this year are ex- 
pected to be very satisfactory. 

The general outlook for the industry continues as 
favorable as at any time in the past few years. Growth 
of population and expansion of industries provide a 
satisfactory basis for the assumption that gross 
receipts will continue to grow. Capital has be- 
come somewhat more expensive but the larger 

systems have al- 
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ity, the public 
has been satisfied 
on the score of 
the soundness of 
their investment. 
To undermine the 
confidence of 
these people in 
public utility se- 
curities would be 
a great injustice 
and. would work 
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ly, the publfe 
seems to estimate 
the function of 
the investigation 
at its true value 
and has not been 
led to abandon 
confidence in their 
investments. 
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refunded or is- 
sued new securi- 
ties on highly 
favorable terms 
when the money 
market was 
lower. Continued 
efficiency of op- 
eration should be 
reflected in in- 
creasing net earn- 
ings. 

Altogether the 
public utility field 
endows the _ in- 
vestor with op- 
portunities at 
least equal to any 
other important 
group with assur- 
ance of satisfac- 
tory dividends 
and gradual 
growth in market 
value. The _ in- 
dustry, for the 
most part, is 
soundly managed 
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How the Loss of Gold Affects 


American Finance and Business 


By THEODORE M. KNAPPEN 


AS the golden tide turned? 
H In 1914 the total stock of gold coin and bullion in 
the United States was $1,872,000,000; in 1927 it 
was $4,565,000,000 at mid-year, it was as high as $4,610,- 
000,000 in April, 1927; per capita, the increase was from 
$18.90 to $39.04. 

In the year ending June 30, 1919, there was a decrease 
of over $400,000,000, but from then on there was a gain 
in each fiscal year except 1925, and a total gain of $1,800,- 
000,000 in seven years, or about twice as much as the net 
gain from 1914 to 1920, and equal to our entire monetary 
gold store in 1914. We held almost 50% of the world’s 
monetary gold, a phenomenon without precedent in the his- 
tory of finance. 

Some of the wise men who came to gaze upon the greatest 
wonder of gold’s world-old romance said that gold would 
drown us, others said the drouth behind would burn up the 
foreign wortd. 


Loss of Gold 


But beginning with May, 1927, we have suffered a net 
loss of gold. There was a trifling net import of $6,000,000 
for the calendar year 1927, but this was more than offset 
by an increase of $160,000,000 in the quantity of gold held 
under earmark for foreign account. The outward movement 
has continued unabated, so that during the period from 
September 1, 1927, to June 30, 1928, our net loss amounted 
to over $500,000,000. At the end of June our gold holdings 
were almost $500,000,000 less than for the record month of 
April, 1927, when they stood at $4,610,000,000. 

This decline of a half a billion in thirteen months is 
characterized by some competent commentators as being as 
remarkable and as potent as the upward swing of the 
preceding seven years. 

Concerning the reversal of the international gold move- 
ment, a number of questions are being anxiously asked, as: 

1. Is it a reversal that is likely to continue for a long 
period and to a comparatively large total? 

2. If so, what will be the consequences in the United 
States on— 

(a) Federal Reserve Bank policies, such as discount 
rates and open market operations; 
(b) General credit conditions; and, conse ;uently 
(c) Business? 
3. What will be the effects on our 
foreign financial and commercial 
relations? 
4. What effects on the 
. economic position of other 
) “nations? 





In considering the answers, it is necessary to study the 
causes and consequences of the enormous growth of the 
gold stock of the United States during recent years. 


The Background 


The violent dislocations of international economic rela- 
tions caused by the World War inevitably resulted in heavy 
international balances of trade in favor of the United 
States, which, until we entered the war, had to be settled 
in gold and by the sale to us of European holdings of 
American securities acquired pre-war. Europe bought from 
us during this period much more than the sum of its heavy 
borrowings plus its slender exports. After our entry into 
the war, the credits made available by our Government 
largely reduced the necessity of shipments of gold to us. 
Part of the heavy price of victory paid by the allies was 
the transfer of about $1,400,000,000 of gold to the United 
States in the period 1914-1920. This increase in our gold 
holdings was almost as much as the entire hoard of the 
United States before the war. . 

In 1919 there was a back flow due primarily to the lift- 
ing of our war-time embargo on gold export, and the wiping 
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out of the war-time premiums on Latin American, Spanish 
and Swiss exchanges. The rehabilitation of Europe re- 
quired heavy imports from the United States and the nor- 
mal demands for our commodities tended to return. The 
enactment of the emergency and Fordney-McCumber high 
tariff acts made it difficult for Europe to increase her 
exports to us in proportion to her imports. The net in- 
ternational balances continued inevitably to be settled in 
old. 

, In the next place, during all this war and post-war 
period the United States was virtually the only important 
nation in the world to remain strictly on the free gold 
standard. Here-gold has always been obtainable in ex- 
change for currency or bills of exchange and, consequently, 
owners of gold found the United States the best place to 
lodge it, either in the form of deposits or short-term in- 
vestments. 

By reason of this fact, and changes in their regulations 
or practices in regard to reserves, foreign central banks 
found it good business to send gold to the United States 
and convert it into short-time securities or deposits. In 
this manner they kept up their currency reserves and at 
the same time earned interest on them. Then, again, even 
when the foreign central banks converted securities into 
gold it was economical to let it remain here, “ear-marked” 
for their requirements, rather than to meet the costs of 
shipment to their vaults, where it would serve them no bet- 
ter than here. ; 

It is calculated that the foreign deposits which are short- 
term investments in this country exceed our corresponding 
holdings abroad by at least $1,000,000,000. 


federal Reserve Policy 
’ All the time we were receiving gold in enormous quanti- 


ties the Federal Reserve authorities so controlled the situ- 
ation, by maintaining high discount rates—and also by 
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putting a billion dollars of gold intu circulation in the torn. 
of gold certificates—as to “sterilize” the gold imports, that 
is, no expansion of credit was permitted corresponding to 
the growth of the gold pile. Normally, the influx of gold 
should have resulted in cheap money, business expansion 
and price inflation, all of which would have tended to facili- 
tate the entry of foreign goods through our tariff barriers, 
and thus check the need for gold imports to settle large 
balances in our favor. Instead of a rise in commodity 
prices, there has come a decline; the foreigners have found 
competition in the American market harder than ever, not- 
withstanding the fact that we have taken their gold in 
great quantities, and theoretically should have hoisted 
prices. 

By 1924, however, the American gold pile had reached 
such proportions that manipulation of bank rates could not 
neutralize its natural quantitive effect on credit and ex- 
pansion of credits and business set in. Our “corner” on 
gold had the effect of appreciating gold and depreciating 
prices throughout the outer world. Notwithstanding the 
expansion of credit there was also a fall in American price 
levels, due to unprecedented industrial and commercial in- 
novations. Many business enterprises had become so 
wealthy as to be practically independent of bank loans and 
even to have money themselves for call-money and other 
short-time investment. Hand-to-mouth buying had resulted 
in more business on less credit and the expedition of freight 
transport had similar results. The amazing gain in pro- 
ductivity of American labor and machinery made possible 
increase of output and turnover without a corresponding 
increase of capital. Business, still sore from the 1920-21 
drubbing, was opposed to a credit boom. Finally, there was 
the Federal Reserve System with its artificial means of 
offsetting a surfeit of gold. Prices went down instead of 
up, America was not choked in gold, as European econo- 
mists had hoped and confidently predicted; and the gold 
kept on coming—partly because foreign goods could not 
come in greatly increasing volume into a low-priced mar- 
ket, behind a high tariff barrier. 

The only reason that we did not attract more gold than 
we did was that while we did not buy from foreign nations 
in excess of our exports to them, we did lend money to 
them most generously. Last year we advanced foreigners 
$1,500,000,000 in long-time loans, and the total of vur pri- 
vate foreign loans and investments is now about $14,000,- 
000,000. Some of this lent money took the form of gold, 
thus cutting down the net amount of our gold imports. 
Nevertheless, the piling up of foreign credits tends to 
create a “head” for more gold to flow into this country at 
a later date—if there is any left to flow—so long as we 
keep down imports of goods, through high tariffs. 

Beginning last August, the Federal Reserve Banks began 
to help the gold situation in the direction of reduction of 
the American accumulation, through lowering the discount 
to a better market here, because the better 
rate of 3%%. This cut off the flow of funds 
market then shifted abroad. It resulted 


Interior of a ship’s hold. Gold is 
shipped in kegs like ordinary mer- 
chandise. 
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By H. PARKER WILLIS* 


E are now in the midst of our annual stock 
W taking as to banking and credit policies. 
This survéy usually comes after an unfor- 
tunate experience and as a result of heedless 
neglect of known conditions. So it is in this case. 
A year ago the Federal reserve system embarked 
upon a low rate discount policy coupled with open 
market operations designed to make money condi- 
tions more and more easy. The result has been: 
(1) A great loss of gold; (2) an excessive stock 
speculation which has established a dangerous con- 
dition in the security market; (3) a general 
weakening of the banking position, and (4) a 
variety of indirect business effects of injurious 
character. Coupled with these results has gone 
the adoption of autocratic and probably illegal- 
methods of enforcing the policy, as illustrated in 
the Chicago bank rate case during the summer 
of 1927. 


“Professor of Banking, Columbia University. 
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in credit expansion here, which had the effect of sub- 
stituting book entries for gold or goods in payment 
for our exported goods. The motives of the reserve bankers 
were to help Europe back to the gold standard, to facilitate 
exports of American goods, chiefly agricultural products, 
which Europe was finding it increasingly difficult to buy 
with gold always as the ultimate price. Perhaps, also, 
there was a deliberate intention of experimenting with a 
policy of shifting some of our “useless” gold back to Europe 
“for keeps.” France alone has taken $250,000,000 from 
the American gold store in the slow and dexterous process 
of returning to the gold standard (gold bullion standard) 
and altogether about $500,000,000 of gold has gone out. 

Europe was helped in the remonetization of gold and ex- 
ports were benefited but the effects of credit expansion— 
mobilized in speculation rather than in productive business 
—alarmed the Federal authorities. With a half point in- 
crease in the rediscount rate in February and another in 
April, and by the sale of securities, they sought to check 
expansion. Interest rates have stiffened, call-money has 
gone to dizzy heights; but loans and discounts continued to 
increase and gold exports boomed up to $91,000,000 in the 
month of May; at the same time ear-marked gold for for- 
eign account increased from December on, after having 
increased $160,000,000 during 1927. The commodity price 
index has advanced slightly, but is still below the 1926 
level. 


Reginald McKenna’s Views 


After all, if we have a dangerous surplus of gold, why 
should we view its withdrawal with concern? It has been 
suggested by some economists, who have feared the in- 
flationary effects of excessive gold, that we should take 
steps somehow to segregate a part of our store as eventually 
intended for withdrawal by the outside world, and so get 
it out of our credit base before “sterilization” loses its 
efficacy. As a matter of fact the Federal Reserve Board 
did “sterilize” the credit potency of $1,000,000,000 of the 
surplus gold by putting it into circulation, where it had 
exactly the same effect as if it had been ear-marked; except 
as part of the secondary reserves. It was out of the 
reckoning so far as the gold structure of credit was con- 
cerned. 

If the excess takes itself out of the country and out of 
the base before it is too late, why should we not rejoice? 

To be sure, so great an authority as Sir Reginald Mc- 
Kenna, British chancellor of the exchequer, has said that 
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Reserve System and the Present Money Situation 
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By GROSVENOR JONES* 
S Sra of our worst troubles are those that never 


ME 


happen—oftentimes the ones that have given 

us the most worry. For a number of years 
we have been having no end of worry about the 
trouble we were going to get into because we had 
unintentionally acquired nearly half of the world’s 
gold supply. 

Now that the force of events begins to move 
some of the mountain of gold back whence it came, 
we promptly begin to worry about the trouble it 
may cause us. In the first instance we worried 
over a problem that has never been acute; in the 
second instance we worry because the problem be- 
gins to approach ultimate solution. 

As a matter of fact, the way we have dealt with ~ 
the inward flow of gold ought to give us confidence 
that we shall be able to deal successfully with the 
current setting the other way. 

If we have too much gold for normal times and 


*Chief of the Finance and Investment Division, U. S. De- 
partment ‘of Commerce, 
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the Federal Reserve System can so well protect American 
finance against inflation resulting from the oversupply of 
gold that it has really made the dollar itself rather than 
gold the world’s monetary standard. “If the price move- 
ment was in gold,” he says, “the purchasing power, or the 
value of the dollar, would still depend, as it did formerly, 
on the value of gold. But we know that this is not so. 
The American price level is controlled by the policy of the 
Reserve Banks in expanding or contracting credit.” Re- 
garding only what the Reserve Banks had succeeded in 
doing up to three years ago, Sir Reginald would be justi- 
fied, and keeping one’s eyes directed only to commercial and 
industrial inflation, it might still be thought that he was 
justified. So far business has not been hypnotized by the 
sheen of the great gold pile; it still recalls the collapse 
of 1921, after the inflation of 1920; it is not eager to spend 
and adventure. 

On the other hand, it is the business of bankers to deal 
in money and credit, and times are hard with them when 
their stock is not in demand. It is against even “inhuman” 
banking nature to resist forever the temptation to enjoy 
profits. Every banker of sense must know that no ultimate 
good can come from the frenzied financing of speculation, 
and yet that is just what the greatest of the bankers have 
been doing. Brokers’ loans have reached the tremendous 
total of over $4,000,000,000 as this is written— and the 
Chicago Reserve Bank and the New York bank have nerv- 
ously raised the re-discount rate to 5%. They have suc- 
cumbed to the fatal charm of the mountainous pile of half 
the world’s gold in the possession of less than a tenth of 
its population. The descent toward the Avernus of hazard 
is easy once it is started, and sooner or later the golden 
hoard will tempt the business world to taste and then to 
riot in credit extravagance. The American inflation that 
would follow, the natural price of the amassment of gold, 
would be highly enjoyable at home, while it lasted, and 
most avidly welcomed by Europe. Goods would pour in 
from the looms and forges of Europe and gold would flow 
out in a steady stream. And then the morning after! The 
gold would be distributed and we would be retributed. Let 
the world take its cash now, if it will—and also its credit, 
and thereby leave us to future peace. 


Gold Exports Past Peak 


As to the future of the gold movement, it appears that 
the “hump” of gold exports required to assist in the res- 
toration of the gold standard is over—that has been accom- 
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plished, generally speaking. With the gold standard in 
general vogue, the flow of gold to the United States. when 
that standard was not to be found elsewhere will tend to 
cease, insofar as the standard was the magnet. The writer 
can see no reason why variations in price levels should 
henceforth differ much between the United States and 
Europe. There will be no price incline to hasten gold to 
Europe unless the Federal Reserve Banks should unleash 
inflation. 

Assuming that the decline in commodity prices over a 
period does not proceed more rapidly abroad than in the 
United States, gold will not be drawn abroad by a commer- 
cial attraction. The maintenance of higher discount rates 
here than abroad should tempt free gold to remain or re- 
turn. It is entirely within the determination of the outside 
world as to whether large quantities of gold shall be with- 
drawn from the United States—the ear-marked gold that 
belongs to it, or that it can obtain in exchange for short- 
time credits already existing. If Europe needs a billion 
more of gold it can take it if it will. The moral effect of 
parting with a billion of “useless” gold precipitately might 
be unpleasant temporarily, but there is no reason why it 
should permanently affect business in the United States. 
The international creditor position of the United States 
exerts a continuous pressure on gold to move toward this 
country—a pressure that is always operating against pres- 
sures or policies in the opposite direction, and for those 
countries that permit their central banks to count bank 
deposits and short-time investments here as reserves there 
is always a reason for leaving their gold or gold equivalent 
here. It serves here the double purpose of reserve and 
investment. 


Untapped Credit Reserves 


But suppose that for any reason, or no reason at all, 
except caprice, the foreigners should withdraw all the gold 
at their disposal! If it were done very suddenly it would 
produce a shock, because outside of ear-marked foreign 
gold, the credit base of the Federal Reserve System would 
be constricted by just that much. That base is so ample, 
however, that the loss of a billion dollars of gold would not 
practically affect the volume—so far are we from using the 
possibilities of secondary credit expansion. 

The present situation affords a striking illustration of 


the untapped credit reserves. ‘During recent months,” 
says the June number of the Federal Reserve Bulletin, 
“increasing pressure on member banks through gold ex- 
ports, security sales by the reserve banks and advances in 
discount rates has not had the effect of arresting rapid ex- 
pansion of member bank credit.” It has, however, “resulted 
in greatly increasing the indebtedness of member banks to 
the reserve banks. In the middle of May discounts by the 
reserve banks for members amounted to $800,000,000 (in 
June they had increased to almost $1,200,000,000) 
the largest amount in more than four years, and in 
addition the reserve banks held $350,000,000 in acceptances 
purchased from the member banks and from dealers.” 
Nearly five hundred millions of gold has gone out, but 
actually credit has expanded! This secondary credit expan- 
sion function of the Federal Reserve System has been 
hardly touched. By secondary expansion is meant the ex- 
pansion of credit obtained by member banks borrowing 
from the Federal Reserve Banks. Primary credit expan- 
sion depends directly upon the gold reserves of the Federal 
Reserve System—one dollar of gold reserves will carry ten 
dollars of deposits, and so do the reserves established by 


borrowing. 
Effect on Credit 


Whilst continued outflow of gold is certain to result in 
high or higher rediscount rates and possibly continued sales 
of Reserve Bank securities, it need not necessarily have an 
adverse effect on credit. Were it not for the fact that 
business is spontaneously developing increasing momentum 
at this time the brake of higher interest might tend to slow it 
up. It has been proved that business will not speed up 
simply because money is plentiful, even though speculation 
boils. 

If the United States has too much gold, then the rest of 
the world must be conceded to have too little. Our banking 
system, as has been explained, is such that we can part 
with an excess of gold without permanent, if any, injury; 
and we should be glad to see the excess used to wipe out 
the foreign deficiency. Any shifting of gold, under such 
conditions, can not fail to be of eventual benefit to the 
United States. We may regard the exports as merely the 
delivering of a safe deposit rather than an unwilling re- 
(Please turn to page 615) 











MILLIONS OF 
DOLLARS 


FEDERAL RESERVE RATIO 





—> 


2 


—~—- 
— 


EXCESS OF EXPORTS 


oo — 
aos = 


oF 
MAMS JASOND JY A 


i925 1 1926 


TIME MONEY 60-SO DAY PAPER. 


JASON J MA 


SAW3S3YN Tvusaa4 


BALANCE ; 


AN3D Udd ASNOW 3WIiL 


|| | ” Ww 
(927 “ 























The change in the gold situation and the consequent rise in mor ey rates is depicted on this graph. Note the considerable drop 
in the Federal Reserve ratio. 
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by Rail and Air 


XN OMBINED 
$ rail and air 
service is 
here, and rapidly 
developing. Prob- 
ably it is safe to 
say, even now, 
that it has come 
to stay. All that 
has been accom- 
plished, or that 
may be accom- 
plished, in the 
coming years, 
will have had its 
origin in the vis- 
ion of outstand- 
ing trail blazers 
in the aviation 
and railroad 
worlds. 

How general 
will this com- 
bined service be- 
come in the next 
five years? 

Will it greatly 
increase passen- 
ger earnings of 
the railroads? 

By cooperating 
with the airplane 
will the railroads 
be able to make 
up a considerable 
part of the big 
losses they have 
suffered in the 
last five years 
because of the 
motor bus? 

Will coopera- 
tion with the air- 
plane bring about 
a virtual consoli- 
dation of East 
and West and 
North and South 
railroad systems, 
and thus obviate 
the necessity, to 
a great extent, of 
consolidating 
such systems, as 
proposed by the 
Interstate Com- 


merce Commission—an undertaking that has largely failed 


so far? 














What Proposed Consolidation of Railroad and 
Air Service May Mean to Security Holders 


By GEORGE DENNING 


What They Believe and 


Propose 





General W. W. Atterbury, President 
Pennsylvania Railroad 


We feel that the present undertaking will be 
the forerunner of far reaching developments. 
The Pennsylvania Railroad has taken this step 
after careful consideration. Our railroad has 
become part owner of the Transcontinental Air 
Transport, Inc., in the belief that the time is 
ripe for the inauguration of safe and convenient 
passenger airplane service in this country, in 
accordance with rail facilities. 





W. B. Storey, President Atchison, Topeka 
& Santa Fe Ry. 


The airplane is here to stay and its use will 
expand. We can see no reason why the ,rail- 
roads should not work in with this new de- 
velopment rather than to lend it no assistance 
and try by such means to discourage its use. 





Ralph Budd, President Great Northern 
Railway 


The Great Northern is negotiating with the 
Transcontinental Air Trancport Co. te connect 
its rail service with airplane service on basis 
«similar to arrangement recently made with 
Santa Fe Railway. 


Fred W. Sargent, President Chicago & 
North Western Ry. 


We are making an intensive study of the 
airplane and _ its possibilities. The North 
Western is going to utilize the air because the 
airplane has a permanent and safe place in our 
railroad transportation system, Railroads will 
combine their rail lines with air travel by day 
and train travel by night, thus reducing the 
time of travel by fully 50%. 























In this connec. 
tion, the views of 
Mr.R.H. Aishton, 
president of the 
American  Rail- 
way Association, 
are interesting. 
At its annual 
convention in At- 
lantic City he 
said: “The rail- 
roads should as- 
sociate them- 
selves with these 
new movements, 
so as to get the 
greatest amount 
of advantage for 
rail transporta- 
tion which, after 
all, is the back- 
bone of trans- 
portation in this 
land. This asso- 
ciation of affairs 
should consist of 
cooperation and 
coordination. The 
railroads should 
order whatever 
may be necessary 
and adopt it if 
necessary to fur- 
nish the public 
transporta- 
tion, which it is 
bound to have— 
the most effec- 
tive, fastest and 
cheapest.” 

Undoubtedly 
this railroad ex- 
ecutive of many 
years’ experience 
—before the 
World War he 
was president of 
the Chicago & 
North Western 
Railway and dur- 
ing the war a Re- 
gional Director— 
in making these 
observations, was 
taking a leaf out 
of the unfortu- 


nate experience of the railroads of the United States in 
dealing with the motor bus, truck and privately owned 


These are some of the questions of first importance to automobile. The phenomenal increase in the use of all 


railroad security holders that will be dealt with in this 
article. The millions of such investors should follow closely 
the development of this movement in the next few years. 


It will be well to give special attention to the big railroads stance. 
It should be noted also that Mr. Aishton, in his address, 
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three methods of transportation has meant the loss to the 
steam railroads of tens of millions of dollars of passenger, 
freight and express earnings—largely local in each in- 








spoke in the present tense when he said that “the railroads 
are not opposing the new forms of transportation.” Until 
recently they did oppose motor transportation in all forms. 
The keenest railroad executives saw plainly that they were 
fighting against conditions and tendencies over which they 
could not hope to have control—if they kept on fighting. 

They saw also that the thing to do was to adopt the 
new forms of transportation, or at least cooperate with 
them, as far as possible and practicable—to cooperate and 
coordinate, as Mr. Aishton put it. That railroad authority 
declared that “the railroads will have facing them, in the 
next four or five years, more problems than they have had 
at any time since 1920.” 

What are these problems? Aviation is one of the biggest. 
So said, not only Mr. Aishton, but also Clarence M. Young, 
director of aeronautics of the United States Department 
of Commerce, in an address, likewise at the recent conven- 
tion of the American Railway Association. . 

Here is what he said: “If the railroads do not adjust 
themselves to air transportation, they will soon have to 
face the same problems that the motor bus now presents 
to them. The air craft industry cannot be stopped. Avia- 
tion is transportation, just the same as boats are, and the 
railroads must cooperate or suffer. 

“The demand for planes far exceeds the supply. Four 
thousand planes will be built this year and twice that many 
could be sold if they were obtainable. 

“The accident records of 1927 for planes operated on a 
fixed schedule show only seven, six of the victims being 
drivers and one a passenger.” 

We have had the far-sighted statements of a veteran 
railway executive and of an equally clear-visioned Govern- 
ment representative as to the big place already attained 
by aviation as a means of rapid transportation, and as to 
the necessity of the railroads joining forces with it. 

The latest development with respect to combined rail and 
air service in the United States is a movement that is 
bound to grow, though slowly for a while, in the judgment 
of most prominent railway executives with whom I have 
discussed the matter. Ultimately they believe that it will 
result in a network of such services country wide in their 
extent. Under those circumstances it should have a highly 
important effect on steam railroad earnings. 

C. M. Keys, head of the Curtiss Aeroplane & Motor Co. 
and of the newly established Transcontinental Air Trans- 
port, Inc., will work during the coming months with Generai 


W. W. Atterbury, civil engineer and president of the Penn- 
sylvania Railroad; W. B. Storey, also engineer, president 
of the Atchison, Topeka & Santa Fe Railway, and Colonel 
Charles A. Lindbergh, on the developing of a two-day rail 
and air service from New York to Los Angeles. Mr. Keys 
went to California recently in connection with this epoch- 
making undertaking. 

Here briefly is the plan for this service as announced by 
Mr. Keys before he left for the Pacific Coast. It is to be 
furnished by the Pennsylvania Railroad in the East and 
the Transcontinental Air Transport, Inc., and the Atchison 
in the West. Passengers who want to get to Los Angeles 
in the quickest way possible may take a Pennsylvania train 
in New York City at 6:05 in the evening, an airplane at a 
point near Columbus, Ohio, after breakfast next morning, 
stop for lunch at St. Louis and continue the flight to 
Wichita, Kansas, in the afternoon; transfer to the Atchi- 
son which will carry them to a convenient point in New 
Mexico, whence they may fly the next day into Los Angeles, 
arriving there in the late afternoon. All this will take only 
two days in contrast with four, as required at present by 
the fastest railroad connection. There will be no night fly- 
ing and the day flying will be in sections of the transconti- 
nental route best suited to air transportation. 

And there is where Colonel Lindbergh comes into our pic- 
ture. Before going west Mr. Keys also announced that this 
ace of the air had “become actively identified with the 
Transcontinental Air Transport, Inc., as chairman of the 
Technical Committee.” Mr. Keys explained that “all mat- 
ters concerning choice of equipment, fields, general service, 
flying routes, safety appliances, etc., will come under the 
authority of this committee, which will be made up entirely 
of practical and experienced men.” 

Probably no one prominently identified with aviation has 
more practical and hard headed ideas about this new un- 
dertaking than Colonel Lindbergh. No one has greater 
vision. But this wonderful gift is not confined to young 
men—he is under thirty—or to children. General W. W. 
Atterbury, sixty-two, Pennsylvania president, has it in a 
big way. I am able to state for the first time that General 
Atterbury has had combined rail and air service under con- 
sideration for the Pennsylvania for three years. During 
all that time he has been keenly interested in the project, 
although for the Pennsylvania it has been in direct charge 
of Daniel M. Scheaffer, chief of Passenger Transpor- 
tation. 

(Please turn to page 641) 
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Business Prospects Better 


Present Situation Discloses a Relatively Sound Condition with 
Expectations of Greater Activity for the Second Half of the Year 


By A. T. MILLER 

















THE TREND OF BUSINESS 


AS REFLECTED BY DEPARTMENT OF COMMERCE 
INDEXES OF MANUFACTURING PRODUCTION, 
STOCKS AND UNFILLED ORDERS 





























i 





S 


RELATIVE TO 1923-1925 AVERAGE 


Dy 
ng 


ORDERS 


RELATIVE TO 1923-1925 AVERAGE 





—! 
=_ 








Clee eel ae 


ritiitirts 











Ttreieee ee iil | Lin tiil 








ort 








1325 i926 


iil 
192 








ITH the first half of the year 

ended, it is apparent that it 

measured up fairly close with 
expectations of conservative observers. 
That is to say, there were few if any 
indications of business of boom pro- 
portions; on the other hand, the slower 
activity marking the greater part of 
1927 failed to develop in 1928 into a 
real depression. 

It is true, of course, that 1926 
marked the high-water mark for busi- 
ness volume and profit and that we 
have not, for the most part, enjoyed 
such conditions in the past eighteen 
months. Yet, instancing the sound 
economic position of the country new 
records for volume of production and 
sales have been made, in some respects, 
showing that there is still sufficient 
impetus behind the forward movement 
in business which started in 1922. On 
the other hand, there has continued to 
be a steady deterioration in some in- 
dustries whose fundamental position, 
evidently, is still unsound. 

From the larger viewpoint, perhaps 
the most conspicuous phase is the com- 
paratively large turnover of business 
accompanied by a small percentage of 
profit. This would seem to indicate 
that competition is not letting up but, 
rather, is increasing in intensity. Prac- 
tically all industries and the majority 
of corporations reflect this condition 
but the brunt seems to fall most 
heavily on the smaller concerns. 
Records of failures during the past six 
months, for example, as reported by 
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Dun’s shows an increase to 1,947 
against 1,833 for the same period of 
1927 and 1,708 for 1926. At the same 
time the average liability per failure 
was $10,233, the smallest figure since 
1919; further proof that the smaller 
firms are encountering growing odds. 


Trend of Basic Industries 


Of the great manufacturing and 
building industries, steel, automobile 
and building itself have given an ex- 
ceedingly good account of themselves 
from the viewpoint of rate of activity, 
total production and labor employed. 
For the six months, steel ingot produc- 
tion went to a new record of 24,792,- 
883 tons against 23,807,387 tons in the 
same period of last year. While the 
steel industry has continued a good 
pace, not a great deal of success has 
attended efforts to increase prices or 
even to hold them to a stable basis. 
As reported by the Iron Trade Review, 
average price for steel products has 
declined from $36.41 per ton a year 
ago to $34.93 at the present. This net 
decline of about $1.50 a ton is partially 
compensated in earnings by the slight 
increase in production but leaving net 
earnings of representative corporations 
at slightly under the figure for the 
comparative figure of last year. Econo- 
mies of operation are likewise playing 
a part but the question arises as to 
what the earning power of the indus- 
try would be if demand dropped say 
10%. Inability to raise prices in such 


an event would bring about a sharp 
decline in revenue. For the present, 
however, such a contingency seems un- 
likely. Unfilled orders are increasing 
moderately with definite prospect 
that demand and production will be 
sustained on a fairly satisfactory basis 
for the balance of the year. 

The building industry has made an 
especially satisfactory showing this 
year, in consideration of expectations 
held generally that a period of relative 
quiet was at hand after the abnormal 
activity of the past few years. That 
building requirements are still very 
large is indicated by the fact that up 
to the end of May, building permits 
showed an increase of about 9% over 
1927 and the next few montlis are ex- 
pected to continue this record. The fact 
is that the exceptionally high rate of 
activity in regard to building and pro- 
duction has been the most important 
single sustaining factor in the business 
situation. It may safely be concluded 
that if building attivity had fallen off 
considerably the disruptive forces at 
work in business last year might have 
had a pronounced effect on conditions 
in 1928. 

Activity of the automobile industry 
which has been well maintained to 
date this year is responsible in part 
for the continued high operations 0 
the steel industry. Production of pas- 
senger cars and trucks for the first 
five months totaled 1,797,000 compared 
with 1,714,000 in 1927. Allied indus- 
tries such as the manufacturers of ac- 
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cessories nave been doing well, both as 
regards volume of production and 
profits. 


Other Industries 


The record of these three great in- 
dustries, however, has not been dupli- 
eated thus far this year by other im- 
portant phases of manufacturing. 
Thus, the textile industry still remains 
in a position of gloom as a result of 
chronic over-stocking and inability to 
adjust itself to price changes in raw 
goods. In the meantime, many plants 
are reduced to absolute or near idle- 
ness. Furthermore, labor is dissatis- 
fed with the current lower level of 
wages and strikes of importance have 
marred attempts to bring the industry 
in a more effective position to combat 
the underlying difficulties. 

Railroad car loadings which reflect 
the general business situation to some 
extent continue to indicate a slower 
rate of traffic than in the same period 
of last year. The per cent of decline, 
however, is not large and many car- 
riers through complete control of op- 
erating expenses have been able to re- 
tain a comparatively satisfactory per- 
centage of net earnings. The soft coal 
wads, probably, have been affected the 
most severely owing to the sharp fall- 
ing off in loadings of this commodity. 
Qn the other hand, a number of roads 
in the West, dependent upon farm con- 
ditions, are producing good results as 
to earnings, in some cases increases 
having been reported. 

The petroleum industry still suffers 
from an excess of stocks but control 
of production is somewhat more effi- 
cient so that a better feeling has been 
brought about in the industry. Several 
price increases have been made recent- 
ly but these are not regarded as rep- 
resentative of the outlook for the bulk of 
crude petroleum products. Further- 
more, conservative interests are op- 
posed to price-raising for fear this will 
teourage abandonment of recent at- 
tempts to hold production down to rea- 
snable figures. The refined industry 
is benefiting from seasonal increase in 
demand. 

Though among the metal production 
industries, tin, silver and zine are not 
In an €specialiy reassuring position, the 
outlook for the copper producers has 
brightened very considerably. Real 
progress toward adjustment of supply 
to demand has greatly improved the 
statistical position of the metal and 
has been the chief factor in bringing 
about a better price level. For the 
first time in years, leading companies 
are in a position to report really good 
Profits. At present, the situation is 
somewhat quieter and further price ad- 
vances are not expected for the mo- 
ment. However, the genuine improve- 
ment in the basic position of the in- 
dustry is by this time beyond any rea- 
Sonable doubt. 

Except for the very recent decline in 
€ price of wheat, American farmers 
th had reason to feel more cheerful 

‘1 in some time. For the greater 

(Please turn to page 649) 
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Business 


Week Ended Week Ended 
July 14, °28 July 21, °28 


Volume Stock Exchange Trans- 
action (Shares) 11,282,460 6,970,004 


Average Price Magazine 
Wall Street Index **123.6 


Volume Bond Transactions.... $59,250,600 $43,634,300 
Average Price 40 Bonds 91.15-90.34 90.11-89.82 


Brokers’ Loans (Federal 
RESERVE) 6c.ccicicie’ss A aE Te 7$4,242,699,000 £$4,194,415,000 


Comm’ Loans Fe‘eral - 
serve Member Banks $9,038,118,000 $8,924,592,000 


Federal Reserve Ratio 67.9 69.5 
Gold Holdings $2,747,237,000 $2.758,836,000 
Rediscount Rate, N. Y. ...... 5% 5% 


Call Money 5% 
Time Money (90 days) 6% 
Commercial Paper : 5% 
Acceptances (90 days) 4.34% 4V,-%% 
Dun’s Business Failures ...... 466 426 


Weekly Food Index (Bradst’s). $3.39 $3.41 
(June 1) (July 1) 


Wholesale Prices (Bradst’s)... $13.19 313.14 


Industrial Barometers 


May June 
U. S. Steel Unfilled Tonnage.. 3.414.822 3,637,009 
Steel Ingot Production 4.203.190 3 742,961 
Pig Iron Production 3.283.861 3.082.000 
Pig Iron Furnaces in Blast .. 198 189 
Automobile Production 426,096 396,714 
Building Permits (Bradstreet’s) $321.702 186 $319,051.880 
Petroleum Production (bbls.). 75,218,000 **77 000.000 


Bituminous Coal Production 
(net tons) 36,624,000 35.963,000 


*Copper Production (short 
tons) 73.729 72.9514 


Cotton Consumption (bales).. 577,710 510,565 
Spindles active 29,060,360 28.624,188 
Wool Consumption (Ibs.) .... $43.91¥.051 

Railroad Earnings $88,179,013 

% on Railroad Property in- 


Car loadings i : 4.623.304 


Foreign Trade 


May June 
Merchandise Exports ......... $423.000,000 $390,000.000 
Merchandise Imports $355.000,000 $317.090.000 
Gold Exports $83,689,000 $99,932,000 
Gold Imports $1,968,000 $20,001,000 


Distributive Trades 


May June 
Mail Order Sales $40,074,310 $44,848 365 
Chain Store Sales $102,400,393 $108,262,086 
Dept. Store Sales (index num- 
ber 1923-5—100%) 107 


*U. 8. Mines. fJuly 10. {July 18. ‘** Subject to revision. 








Statistical Record of 


Week Ended 
Year Ago 


9,850,029 


107.4 
$47,134,050 
90.97-90.91 


$3,058,974,000 


$8,599,525,000 
78.8 

$3,170,969,000 
4% 


Debits to Individual Accounts. +$15,427,000,000 £$15,249,291,000. $13,046,029,000 


3%% 
44.V% 
4-415 % 
354-14% 

414 


$3.17 
(July 1) 


$12.38 


Year Ago 
3,053,246 
3,458,055 
3,089,651 
198 
321,960 
$311.564.133 
74,538,000 


36,627,000 


69,540 
659,841 
32.756.862 
44,338,043 
$86,007,707 


4.70 
4,995,854 


Year Ago 
$356,947,000 
$355,118,000 

$1,840,000 
$14,611,000 


Year Ago 
$36,038,573 
$91,089,001 
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z—|HE second half of the year opened by offering as perplexing an invest- 

41 ment problem as has materialized in the past few years. Owing to the 

relatively tight condition and outlook for the money market, the position 
of the securities markets has become involved in growing uncertainties. 
This has raised the question as to whether new funds ought to be in- 
vested at this time or whether they ought to be invested later at such 
time as the outcome of the present situation can more readily be defined. By 
postponing his investments, of course, the investor takes the definite risk of 
being compelled to enter the market when prices are higher. On the other hand, 
by investing now he takes the chance of paying more for his securities that if 
he waited. 








ee 


If his interest is centered exclusively on stocks, the answer to his problem 
is available since the uncertainty of the present position of the market indicates 
the undesirability of making new commitments on a large scale. He may, how- 
ever, cast about for suitable mediums, make a special note of them, and then 
when a more favorable market opportunity occurs, he may make his commit- 
ments. Or, if among the hundreds of listed stocks there appear to be a few which 
are not likely to be influenced by market conditions, he may make a partial invest- 
ment in them at this time, holding the balance of his funds intact with which to 
take advantage of more favorable market occasions. If he is, however, a pure 
investor and mainly interested in bonds and preferred stocks, he may gain a 
little by waiting but there is no reason why he may not consider the purchase 
of a limited amount of these securities. 
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The investor, therefore, should decide whether he desires to invest now or 
later. In any case, we have prepared in the accompanying table a list of sound 
investments principally among bonds and preferred stocks which are suitable for 
income and which are considered desirable from a price viewpoint, even under 
present conditions. This list will be found helpful when the investor decides to 
reinvest his funds. 
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Bonds 





Price 


Yield to 
Maturity % 


COMMENT 





American Cyanamid 
S. F. Deb. 5s, 1942.......... 9 


5.73 


Unsecured obligation, but amply protected by provisions of inden- 
ture. Earnings in 1927 fiscal year more than four times interest 
charges. Company manufactures chemical products, principally 
for fertilizer industry, although operations are being diversified. 
Consistently successful record. Issue constitutes company’s only 
funded debt except small amount of subsidiary bonds. ( 





Baltimore & Ohio R. R. 
Conv. 414s, 1933 .......... 


Issue matures March 1, 1933, and Is attractive primarily as a 
relatively short term investment. Available in $500 denomina- 
tions. Secured equally with read’s refanding and general mort- 
cage bonds and entitled to high grade rating. Conversion privi- 
lege no longer operative, having expired in February, 1923. ° 





Chesapeake Corporation 
Conv. Coll. Tr. 58, 1947.... 


Organized as holding company to acquire 600,000 shares of 
Chesapeake & Ohio Ry. common stock, which shares are pledged 
as security for these bonds. Issue is convertible after May 15, 
1932, into said stock at $220. Indenture contains provisions 
protecting conversion privilege in event of change in C. & 0.’s 
common share capitalization. Redeemable at 100. 


nevageeenanstsnenisseueveusoasagpiresnsvaveses arureenensersustiver saitisnaiiTiinitiviitiys) 





Chi., Rock Island & Pacific 
Ist & Ref. 48, 1934........ 


A comparatively short term investment affording attractive return. 
Protected by ample and, in late years, steadily inereasing margin 
of earnings over interest charges. Non-callable issue, secured by 
direct or collateral liens on 4,534 miles of road and 1,025 miles 
of Icaseholds, terminals and the like. Preceded by 73 millions 
of prior liens. 





Chile Copper Company 
ee. rr 


Direct obligation of one of lowest cost copper producing ecom- 
panies. Though not secured by mortgage, issue is obviously high 
grade in view of corporation’s ability to earn interest requirements 
several times over under all conditions. Such requirements were 
pg 5.69 times last year. No prior obligations. Callable 
at 4 





Cuba Railroad Co. 
Imp. & Equip. 5s, 1960. . 


Attractive as medium grade investment. Secured by second mort- 
gage on propertics of company operating Cuban railroad system. 
Preceded by 14.4 millions first mortgage 5s of 1952. Earnings 
have averaged approximately 3.5 times interest charges over past 
five years. Non-callable. 





Goodyear Tire & Rubber 
Ist & Coll. Tr. 5s, 1957.. 


First mortgage issue of one of leading rubber goods and tire 
manufacturers. Well protected by equities and an average earn- 
Ing power amply in excess of interest charges. Somewhat subject 
to price variations owing to irregularity of tire company earnings, 
but now selling at attractive level. 





Gulf States Steel 
S. F. Deb. 5148, 1942.... 


Issued last year to provide funds for improvement program which 
has already proved productive of marked betterment in company’s 
earning power. Issue constitutes company’s only funded debt 
and, while not secured by mortgage, is amply protected by sub- 
stantial assets and good average profit making capacity. 





International Paper Co. 
ee eee 


Leading paper manufacturer with large possibilities in development 
of public utility interests through ownership of valuable water 
power sites. Issue is secured by mortgage, subject to Ist and 
refunding mortgage 5s. Attractive bond, selling two points under 
call price. 





Loew’s Incorporated S. F. 
Deb. 6s, without war., 1941. 


Obligation of strong, aggressive motion picture and vaudeville 
enterprise. Parent company’s sole funded debt, but subject to 
certain bonds and mortgages of subsidiaries. Guaranteed, prin- 
cipal, interest and sinking fund, by M-G-M Company, Inc., and/ 
or Metro Goldwyn Pictures Corp. Gradual enhancement in earn- 
ings renders issue attractive for yield. 





Lake Shore & Mich. Southern 
eS eee 


Desirable as high grade issue for investment of funds over short 
t'rm. Direct obligation of important part of New York Central 
Railroad system. Bonds assumed by latter company and, though 
preceded by 50.4 millions prior obligations, obviously occupy 
strong position. Non-callable. 





McCrory Stores Corp. 
Deb. 5148, 1941 ........ 


Subject to certain underlying mortgages, these debentures com- 
prise only funded debt of one of four largest and most successful 
“five and ten cent’? store chains. Earnings last year more than 
5% times Interest charges, indicating high margin of safety and 
sound investment status of debentures which appear out of line on 
present yield basis. 





Midvale Steel & Ordnance 
Conv. S. F. 5s, 1936.... 


Assumed by Beth-Mary Steel Corp. and guaranteed principal and 
interest by Bethlehem Steel Corp. following merger of Midvale 
Into Bethlehem in March, 1923. Convertible into Bethlehem 
common stock at 200, conversion privilege has only remote possi- 
bility of becoming valuable but bonds are desirable as medium 
term holding. 





National Dairy Products 
Deb. 5148, 1948 ....... 


Senior obligation of strong company operating in essential in- 
dustry. Issued early in current year to refund an outstanding 
issue of 6% bonds and retire the funded debt and preferred 
stocks of subsidiaries. These bonds thus are the sole funded debt 
of the corporation and its subsidiary companies. 





Phillips Petroleum Co. 


S. F. Deb. 514s, 1939........ 92 


6.25 


Unsecured obligation of strong mid-continent crude oil and gaso- 
line producer. Earnings, though adversely affected by depressed 
prices for petroleum products, show profits well in excess of in- 
terest requirements on this issue, being 4.15 times charges last 
year. Not high grade, but attractive for yield and possible 
market price appreciation in time. 





(Please turn to next page) 


TEEEEEIEE 


auoaceestepeuouseeveanacansessescanasuuobeceualtertuvcetssssevssseeuasssssvesiisadisettabinsersineiiinin’ a 


EB 


os" 


Or ree 


aS SSERASAS SES DESAAEAUAELASLLUnsUDGGUsSANUDGUOEUAG FisHLSnOSEOUSSCSSGLSGINGLs/AiFNANSG0CUDEADOUDEESISESOUOSSGSSDAESOESENAN01 GAUUGENALISNNIA b1000570000000008A5RAA00100011 TATTTBTUTDVNTOVITAT bastureseneessns, 


QP CO 


RR 


561 














Bonds [Continued] 





Yield to 
Price Maturity % 


COMMENT 





Pillsbury Flour Mills Co. 
Ist 20-Yr. Ge, 1943.........105 5.47 


First mortgage on real estate, buildings, equipment and other 
assets of operating company for Pillsbury Flour Mills, Inc., one 
of country’s leading flour milling enterprises. Additionally se- 
cured by pledge of capital stocks of constituent companies. A 
well protected bond, attractive solely for income, price enhance- 
ment being limited by call price at 105. 





Remington Rand, Inc. 
20-Yr. Deb. 514s, 1947 ... 


Direct obligation of consolidation formed around important busi- 
ness machine companies. No prior liens. Stock purchase warrants 
attached to bonds entitle holder to purchase common stock, prior 
to May 1, 1937, on sliding scale, beginning at 55 a share. Not 
high grade but desirable issue with some long range speculative 
possibilities. 





St. Louis Southwestern Ry. 
Ist Cons. 4s, 1932 ....... 


A sound, well secured rail bond affording good yield and desirable 
for inclusion in list of holdings where relatively short term Issue 
is required. Non-callable. Preceded only by 23 millions of 
prior obligations. Direct mortgage on 622 miles and collateral 
lien on 753 miles of road. 





Sinclair Pipe Line Co. 
20-Yr. S. F. Se, 1942........ 9 


Company is Jointly controlled by Sinclair Oi! Corp. and Standard 
Oil of Indiana. Issue is a direct obligation, not secured by 
mortgage, but bonds are entitled to good investment rating in 
view of substantial earning power. Seem undervalued at prevail- 
ing levels, Callable at 103. 





Vicksburg, Shreveport & Pacific 
Ref. & Imp. 6s, 1973 ......105 5.69 


High grade bond, attractive for yield, price enhancement possibili- 

ties limited by close proximity te redemption figure. A third 

mortgage on 188 miles of road, leased to Yazoo & Mississippi 

Hoeend R. R. performance of which lease is guaranteed by I!linois 
ntral. 








Preferred Stocks 





Price Yield % 


COMMENT 





American Ice 6% ............ 97 6.19 


Manufactures and distributes ice at wholesale and retail in prin- 
cipal cities in North Atlantic and New England states. Earnings, 
though somewhat variable, show consistently wide margin over pre- 
ferred div. requirements. Seems unaffected by competition of 
mechanical _ refrigeration. Earnings improved by increased 
operating efficiency. 





Amer. Sugar Refining 7%.. 


Non-callable Issue available on comparatively attractive yleld basis 
owing to irreguiarity of sugar refinery earnings in late years. 
Situation showing some improvement. Shares amply protected by 
company’s exceptionally strong working capital position and ability 
to earn preferred div. comfortably even under adverse conditions. 





Central Alloy Steel 7% ... 


Successful consolidation of former Central Steel Co. and United 
Alloy Steel. Well integrated organization specializing in high 
grade and alloy steel production. Well established trade position 
reflected in ability to show good earnings undcr competitive con- 
ditions. Attractive investment if purchased under call price 
at 110. 





Chic., Rock Is. & Pac. 6%. 


Junior preferred issue of northwestern carrier whose position has 
measurably improved In very recent years. Steady enhancement in 
earning power places Issue on sound investment footing. Divi- 
dends cumulative up to 5%. Relatively more attractive than 
senior 7% Issue since latter is selling above call price. 





Continental Can 7% ...... 


Second leading manufacturer of tin containers. Business con- 
stantly expanding. In excellent financial position. No funded 
debt ahead of preferred stock on which dividends have been paid 
without a break since company was organized in 1913. Attrac- 
tive medium-high grade investment. Redeemable at 125. 





Gimbel Brothers, Inc., 7%. 


One of country’s leading department stcre chains, operating six 
units In New York, Philadelphia, Milwaukee and Pittsburgh. Ex- 
pansion program has prevented satisfactory net profits showing in 
past few years and shares, accordingly, are semi-speculative. In- 
dications that company has turned corner, however, places issue In 
better position though still speculative. 





Gulf States Steel 7%....... 


Compac‘, southern steel producer with ‘good average record. Im- 
prov-m-nt program adopted last year apparently already bearing 
fruit as indicated by betterment in this year’s earnings. Pre- 
ferred dividends paid without interruption since 1916. Redeem- 
able at 110. 





Inter Combustion Engine 7% 


Company ho'ds position of leadership In business of manufacturing 
lator *liminating machines and installations for power plant use. 
Ac’ivities international in scope. Earning power not yet fully 
develuped, but sufficient to show wide margin over div. require- 
ments on comparativ-ly small tssue of preferred stock brought out 
late last year. Convertible inte common, share for share. 








Missouri-Kansas-Texas 7% .. 


One of roads prominently identified with proposed merger of south- 
western carriers. Improvement in physical and financial condition 
and betterment In earning power since 1920 permitted placing 
preferred on full 7% div. basis this year. Not high grade, but 
attractive Issue of “‘business man’s’’ type. 





aaedabavelvevcveseseevorsesvenaussvecissessnesuectlicsesTiods svesguesevoeauecesseesieenisenievieevineg] 


sesesesGu esses Mi lbeiis. 08 


i ssbe ats sesewenesanesetses: 


aTebsses cane: seesntnets 1 FGEE 


moot 




















THE MAGAZINE OF WALL STREET 





FESSSEETs SUS BSS 5S CSTSS: 








Snr 




















Fed issastssesevensssssvensessevvserdesfteess Mlbeii 


Sith Pee 




















Preferred Stocks [ Continued} 





Price Div. Yield 


COMMENT 





N. Y., Chicago & St. Louis 6%.108 5.59 


Attractive inves‘ment rail, selling somewhat out of line with pre- 
ferred stocks of like calibre. Road has shown marked growth in 
net income cvr last few years, and in 1927 earned preferred 
dividend requirem nts more than three times over. Shares are 
callable at 110. 





N. Y., New Haven & Hart. 7%.113 


Issued last year to permit reduction of company’s debt to Govern- 
ment. Improvement in road’s financial condition and earning 
rower during ricent years entitles issue to good rating. Redeem- 
ab'e at 115 and convertible into common share for share. Con- 
vorsion fcrivilege has only remote possibilities. 





Remington Rand, Inc., lst 7%. 95 


Compzrative’y recent consolidation of business machine companies, 
including Roming’on Typewriter and Rand Kardex Bureau. Com- 
pany has seme cis’ance to go before earning powcr of amal- 
gamatd units will be fully developed, but preferred stock appears 
attractive as commitment for those seeking comparatively high 
yield. Redeemable at 100. 





St. Louis Southwestern 5%.... 90 


Rapid d-velorment of southwestern territory has been reflected in 
increased traffic density and fairly consistent earnings since pass- 
ing of period of Federal Control. Sound issue, backed by high 
‘quity and ample margin of earnings over div'dend needs. 





Tide Water Associated Oil 6% 86 


Organized to consolidate ac‘ivities of Tide Water Oi! Co. and 
Associated Oil, both companics bing engaged in all phases of oil 
business, operating extensive properties on Pacific Coast and in 
Mid-continent fields. Redecmable at 105 and convertible into 
common stock in ratio of two for one. 





U. S. Smelting, Ref., & Min. 7% 54 


Attractive as medivm-grade investment. Company’s earnings sub- 
ject to variation with lead, zinc, copper and silver metal markets, 
but average well in excess of preferred div. needs. Improvement 
in silv'r prices an important factor owing to corporation’s large 
rroduc'ion of latter metal. 








Guaranteed 


Stocks 





Price Div. Yield 


COMMENT 





Morris & Essex .. 3.87 4.50 


Leased in perpetuity to Delaware, Lackawanna & Western. Proper- 
ties comprise 119 mi'es of road between Phillipsburg and Hoboken, 
N. J., and D., L. & W.’s valuable passenger and freight terminals 
at latter point and Jersey City. 





Pittsburgh, Bessemer & 
Lake Erie, Common..... 33 1.5 4.55 


Leased for 999 years from April 1, 1901, to Bessemer & Lake 
Erie R. R. and guaranteed by Carnegie Steel Company, principal 
subsidiary of U. S. Steel Corp. Forms connection between Union 
R. R. at Pittsburgh and harbors on Lake Erie. 





United New Jersey R.R. 


m CO ....<.5. ee ae 4.47 








Leased to and guaranteed by Pennsylvania R. R., forming latter’s 
main line from Trenton, N. J., to Jersey City. Also owns one- 
half capital stock of Philadelphia & Trenton R. R., main line of 
Pennsylvania syst-m to Philadelphia. 





Common Stocks 





Price Div. Yield 


COMMENT 





Amer. Tobacco B .........158 5.06 


Leading manufacturer of all classes of tobaceo products. Steady 
upward irend of earnings, however, largely due to consistent in- 
crease in consumption of cigarettes. Recent price euts in latter 
field have failed to affect profits adversely and company continues 
fo show expansion in net income. Attractive for long term in- 
vstment in view of recession in market price of shares from 
1928 high. 





Chic., Rock Is. & Pac. 


Increasing gross revenue, along with improvement in operating effi- 
ciency und:r present management has brought this northwestern 
road to position where sood earning power is now shown. Div. 
increased from $5 to $6 last March. Further gains in traffic 
suggest possibility of $7 rate in due course. 





Kennecott Copper 


One of principal copper producers in strong trade and financial 
fosition. Industry’s more rcasonable atiitude on production has 
resulted in stabilizing metal market at higher average price level 
than fast year, thus paving way for better earnings. Dividend 
increase to $6 rate seems imminent. 





Standard Oil of California. 58 


Largest crude oil producer and one of leading refiners. Engaged 
in all branches of oll Industry. Position materially strengthened 
by merger with Pacifie Oil in 1926. Stands to benefit from exist- 
ing disparity bstween crude and refined oll markets. Stock a 
sound Investment, relatively behind its group. 
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Ramifications of a Giant System 


New York Central in Strongest Position in History—A Fine 
Record of Achievement—Common Stock as an Investment 


By J. HALE 


Since then there has been some 








REATLY improved credit, 
more completely unified 
operations and _ rapidly 
growing equities back of the 
common stock mark the prog- 
ress of the New York Central 


rend 


CHANGES IN THE CAPITAL STRUCTURE 


OF NEW YORK CENTRAL R.R. 








Railroad Company since 1914. 
Substantial enhancement of its 
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vast security and real estate 
holdings has also been witnessed 
during this period. Along finan- 
cial lines, the recent sale of 42 
million dollars of additional 
stock for the purpose of taking 
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care of Lake Shore & Michigan 
Southern 4% bonds, which ma- 
ture September 1st, would seem 
to indicate that the manage- 
ment is undoubtedly committed 
to a policy of correcting the 
present capital structure. 

A conservative dividend 
policy in the past, enabling the 
return of surplus earnings to 
the property, largely accounts 
for the growing equities back of 
the shares. It appears that the 
time is at hand when the stock- 
holders may continue to look 
forward to more liberal treat- 
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rights to subscribe to new stock 
at attractive levels. 
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improvement, barring the re. 
sults of 1927. It is of peculiar 
interest, however, to observe 
that the passenger revenues re- 
flect a slight increase since 
1923, whereas, the general trend 
of passenger revenues of most 
railroads throughout the coun- 
try in the past five years has 
been downward without inter- 
ruption. During 1924-1927, this 
item rose 3.1 million dollars in 
the face of a decrease of 2.4% 
in passenger mileage and 1.92% 
in revenue per passenger mile. 
This showing was due to the 
large increase in the number of 
commutation passengers, the 
latter rising from 42.5 to 47.5 
millons, a gain of 11.8%. This 
is an interesting record. 








Operating Efficiency 


Freight revenues of 2736 
millions in 19238 declined to 
227.3 millions in 1924 notwith- 
standing an increase in rates. 
Offsetting the advantages of the 
latter, was a decrease of 5.8 bil- 
lion ton miles. Since 1924, the 
revenue derived from each ton 























A glance at the map shows 
the highly developed portion of 
the country through which the road’s 
lines run. At the close of 1927, the com- 
pany operated 6,906 miles of road. 

In 1927, 111.7 million tons of reve- 
nue freight were transported as against 
117.7 million tons in 1926. This de- 
crease was due to the lower rate of in- 
dustrial activity in the territory served 
by the lines of the New York Central 
System. The record-breaking tonnage 
of 1923 when 132.5 million tons were 
carried, has not been duplicated, but 
since 1924, the tendency has been up- 
ward. 

Irrespective of the period under con- 
sideration, the long term trend of New 
York Central’s traffic shows a steady 
growth. The record tonnage of 1923 
was due to a large volume of bitumi- 
nous coal traffic. In that year dealers 
and industrial plants located along the 
lines of the company, accumulated an 
abnormally large supply far in ad- 
vance of the usual seasonal require- 
ments. Other traffic was also heavy, 
owing to the unusual degree of indus- 
trial activity. The nature of the terri- 


564 


tory served by New York Central is 
reflected in the character of its traffic. 
Agricultural products accounted for 
6.6% of the total revenue tonnage’ car- 
ried in 1927. Products of forests and 
animal products comprised 3.28% and 
2.29% respectively. The largest group, 
products of mines, amounted to 57.5% 
followed by manufactures. The latter 
totaled 26.9% in 1927 as against 24.3% 
in 1923, indicating a rising tendency in 
the volume of high grade freight trans- 
ported. The largest individual item, 
bituminous coal, constituted 36.7% of 
the total revenue freight transported 
and amounted to 40.9 million tons as 
against 49.8 million tons in 1923. The 
volume of bituminous tonnage carried 
in 1923 has not been since equalled. 
The revenues of New York Central 
are subject to wide fluctuations which 
merit careful analysis, especially for 
the period 1923-1927. At the begin- 
ning of the period under consideration, 
gross revenues were $421,000,000. In 
1924, the latter declined te 369.6 mil- 
lions for reasons already mentioned. 


of freight transported one mile, 
has decreased from 1.077c. to 
1.051c. Revenue ton mileage increased 
from 21 to 22.3 billions or 6.2%, off- 
setting this decrease of 2.4% in freight 
revenue. Revenues from freight in 
1927 were 234.3 million dollars. The loss 
of 37.7 million dollars in gross reve- 
nues during this period was accom- 
panied by a loss of but 9.3 million dol- 
lars in net railway operating income. 
This showing can be attributed either 
to a reduction in maintenance charges 
or increased operating efficiency. It is 
true that the operating ratio declined 
from 77.41 to 76.8%, but the foregoing 
requires careful analysis, since it is 
insufficient and does not explain the 
changes in detail. It is also subject 
to considerable fluctuations. The lat- 
ter is due to the fact that several of 
the components of the operating ratio 
be controlled. 

* Expenditures on maintenance of way 
have increased disportionately since 
1923. Although traffic density de- 
creased from 4.26 to 3.68 million tons 
per mile of road or 3.6%, maintenance 
increased from $7,340 to $7,850 or 
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6.9%, per mile of road. Further con- 
firmation of the view that expenditures 
on maintenance of way and structures 
are ample, is reflected in both de- 
creased train and locomotive mileage. 
Maintenance of equipment, however, in 
years subsequent to 1923 fell consider- 
ably below the heavy expenditures of 
that year when $107,465,790 was re- 
ported. The annual average for the 
period 1924-1927 was approximately 
$25,000,000 below that reported in 
1928, when extraordinarily large re- 
pairs were made on the company’s 
locomotives and almost 138,000 freight 
cars were retired. Freight car repairs 
were also abnormally heavy in that 
year. The equipment at the beginning 
of the period had not yet been brought 
up to a satisfactory condition, follow- 
ing the restoration of the property to 
private control, thereby necessitating 
such charges. Since 1923, the com- 
pany’s bad order freight cars have 
been steadily reduced and as of Decem- 
ber 31, 1927, amounted to 3.9% as 
against 7.8% in 1923 and permissible 
standards of 5%. Repairs per loco- 
motive show a tendency to increase an- 
nually and although unserviceable loco- 
motives at the close of 1927 totaled 
21% as against permissable standards 
of 15%, New York Central has ample 
capacity as is reflected in the steadily 
inereasing average tractive power per 
locomotive. 

The decrease of 37.7 million dollars 
in gross revenues was accompanied by 
a reduction of 28.8 million dollars in 
operating expenses. The greatest part 
of the decrease in the latter item was 
absorbed by transportation expenses, 
which declined 14.4 million dollars. The 
latter would have reflected a greater 
decrease were it not for increased 
wages which absorbed an additional 
$3,700,000 in 1927. Inasmuch as trans- 
portation expenses is the best index of 


the operating ability of the manage- 
ment, attention is drawn to the accom- 
panying table. 

Freight revenues are dependent on 
the amount of ton mileage, and the ex- 
pense of transporting the latter is re- 
flected in the amount of freight train 
mileage. The ability to increase the 
train load, with simultaneous increase 
in speed per train hour, results in an 
increase in ton miles per train hour. 
The greater this increase, the smaller 
will be the expense of transporting this 
increase in ton mileage. Any reduc- 
tion in the latter should be accom- 
panied by a correspondingly larger de- 
crease in freight train mileage. Analy- 
sis of the foregoing data reflects how 
well the management of New York 
Central has kept expenses down. 

The decrease of 15.8% in ton mileage 
was accompanied by a decrease of 
19.5%-in freight train mileage. The 
average train load increased from 960. 
to 1,007 net tons, a gain of 5% as 
against practically no increase in the 
average train load in the Great Lakes 
Region, in which the New. York Cen- 
tral is grouped. Speed per train hour 
increased from 10.4 to 12.3 miles per 
hour, or 18.3%. Gross ton miles per 
freight train hour rose from 21,896 to 
28,777, an increase of 31.6%. New 
York Central’s showing in this respect 
seems to be quite satisfactory in com- 
parison with other trunk line systems. 
In 1927 the Pennsylvania Railroad and 
the Baltimore & Ohio reported 22,532 
and 20,768 gross ton miles per freight 
train hour respectively. 


Taxes vs. Cash Dividends 


Due to the large number of foreign 
cars on the lines of the New York Cen- 
tral System, equipment rentals show 
an increase of $1,348,712. Taxes con- 
tinue to increase and only since 1925 


did cash dividends exceed this item. 
Non-operating income reflects a steady 
increase, rising from 24.6 to 42.6 mil- 
lion dollars. The item “Dividend In- 
come” which is included in non-operat- 
ing income, shows a very rapid in- 
crease. In 1928, there was received 
from this source $14,911,849 and by 
1927 this had increased to $31,260,560. 
It is important to observe that the lat- 
ter item in 1927 exceeded the total 
non-operating income reported in 1923, 
as a result of the large cash payments 
received from the Michigan Central, 
one of its prosperous subsidiaries. It 
is for the foregoing reason that the 
total gross income of New York Cen- 
tral exceeds that reported in 1923, 
when 98.5 million dollars was disclosed. 
Last year this item amounted to 104.4 
million dollars. Thus, the loss of 9.27 
million dollars of net railway operating 
income was offset by an increase of ap- 
proximately $18,000,000 in non-operat- 
ing income. Interest charges in 1927 
were 29.3 million dollars as compared 
with 33.88 millions in 1923, due to the 
reduction of the 6% debentures. The 
increase in net income from 35.43 mil- 
lions at the beginning of the period 
under consideration to 58.6 million dol- 
lars last year, undoubtedly explains the 
company’s liberal dividend policy. Not- 
withstanding the larger distribution, 
substantial earnings were returned to 
surplus. Between 1923 und 1927 a 
total of 124.5 million dollars was re- 
turned to the property. Based on the 
amount of stock outstanding as of De- 
cember 31, 1927, the latter amount was 
equivalent to approximately $30.00 per 
share. 

In the past five years total invest- 
ments inereased approximately $258,- 
000,000. Almost one-half of this 
amount was due to surplus earnings 
and if accrued depreciation reserves 
were taken into consideration, a larger 
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proportion of these expenditures would ter are valued conservatively.. It is estate holdings are included. The lat- a 
have been due solely to the return of doubtful, if the average investor has ter could be revised upward approxi- rate ( 
earnings to the property. The largest any conception of the underlying value mately $45,000,000, which together the 1 
increase, “Additions and Betterments of many of New York Central’s prop- with the stockholdings will add $345,- high, 
to Road and Equipment,” totaled $173,- erties. Thus, prior to its absorption in 000,000 or the equivalent of $80.00 conse 
340,739. Many new locomotives of 1914, the Lake Shore & Michigan per share to the value of the common nues 
greater tractive power and freight cars Southern Railway Company returned stock. The book value of $152.00 per tures 
of larger capacity were acquired. Sub- substantial sums to the property which share at the end of 1927 could be re- of int 
stantial sums were expended for were never capitalized. Infact thisroad vised upward to a figure approximating at the 
strengthening bridges, in order to per- became known for such practices. A $240.00. It is doubtful whether the ing a 
mit the movement of heavier train- single example during the years 1906- latter would reflect the true equity York 
loads. The company has continued the 1907, should bear this out. During that values back of the Central shares. with 
installation of automatic signals and period there was an increase of approxi- Recently, considerable activity devel- Until 
interlocking facilities, and to take care mately $17,000,000 in assets, and a re- oped in the shares of the New York & 094,0( 
of its increased traffic at various loca- duction of $35,000,000 in funded debt, Harlem Railroad, especially, the com- ture, 
tions, terminal facilities have been ex- yet surplus earnings and current lia- mon stock which advanced from a low ing f 
panded. In connection with the latter, bilities increased negligibly. The lat- price this year of $168.00. to a high of 314% 
one of the important developments was ter two items were the only ones avail- $465.00 per share. This advance was seven 
completed at Selkirk, New York. Ap- able that could partially account for so predicated on the theory that the lease The 
proximately $25,000,000 was expended huge an increase that was applicable which was executed in 1873 was in- refun 
on the construction of the Castleton to the equities back of the Lake Shore valid. Contention has been made by is pre 
Cut-off, which was completed in 1924. and Michigan Southern common stcck. ‘the minority committee which _has autho 
The last two improvements are well existed for many years, that the lease the ¢: 
justified, for they relieve congestion at Investments of the property was solely for transpor- dred 
the Albany gateway, and facilitate the tation purposes only, and that the impro 
movement of freight to and from The greatest element of value enter- courts will require the lessee to ac- sued, 
points in New England and New _ ing into the affairs of the New York count to the lessor for income from cept f 
Jersey. Central Railroad is its vast treasury other uses of the property. Office only 
It is true that capital stock increased assets and it is of considerable interest buildings, hotels and apartment houses prope 
$153,000,000 since the beginning of to observe that its valuable stockhold- have been erected over a considerable compe 
1923, but of this amount, $87,853,000 ings are free assets. Lack of space portion of the ground which the Har- it is 
resulted from the conversion of the 6% precludes the listing in detail those lem holds in fee. Whether the minority to any 
debenture bonds. The balance amount- issues to which can be assigned definite committee could be sustained in court that t 
ing to $65,000,000 was applied towards market values. The ledger value of the is a matter of conjecture at this time. to the 
improvements. Investments in miscel- stocks in affiliated companies as of New York Central’s financial condi- refunc 
laneous physical property stood at $19,- December 31, 1927, was $157,634,846 tion at the close of the last fiscal year ments 
637,551, an increase of $6,167,890 since and other stock investments amounted reflected a decrease in net working a still 
Included therein to $42,658.997 or a total of approxi- capital, due no doubt to the financing tion ¢ 


December 21, 1922. 
were company’s real estate holdings in 
New York City, Cleveland and Buffalo. 
No detailed earnings are available, but 
the inccme account disclosed miscel- 
laneous rent income equal to $3,913,012 
as against $978,209 in 1923. The com- 
pany’s program of developing its air 
rights in New York City has not yet 


mately $200,000,000. Included therein 
were such holdings as Michigan Cen- 
tral, Pittsburgh & Lake Erie and the 
Reading issues. Other important 
stocks held were those of the New York 
& Harlem Railroad and the Cleve'and, 
Cincinnati & St. Louis, common and 
preferred shares, and the Mohawk Val- 


of a portion of its capital expenditures 
out of treasury assets. Current assets 
including cash of $20,631,857, totaled 
$78,173,597. Current liabilities were 
$64,579,917 and net working capital of 
$13,593,608 reflected a reduction of 
$4,809,444 since the beginning of 1923. 
At the beginning of that year, net 





It is ; 


been completed and it is estimated ley stock. Excluding other valuable working capital totaled $18,403,124. ; 
that a still further increase in rentals holdings, the foregoing were appraised Some improvement in this item should 2 
from this source will be witnessed. at $500,000,000 as of December 31, be witnessed during the year, as the » = 
Furthermore, the company is to de- last. Thus, these values could be re- company recently disposed of its Mo- : i 
velop its air rights extensively in vised upward to the extent of $300, hawk & New York State - Railways : 1 
Cleveland, together with the improve- 000,000. Such stocks as Michigan Cen- holdings from which approximately i 
ment of its rea! estate holdings in the tral were appraised at about $1,000 $40,000,000 in cash will be realized. = 
city of Buffalo. all of which should per share, a figure well supported by Part of this no doubt will be applied : ” 
find reflection in still greater income the present market bids for the stock. towards the redemption of the Lake : 
from this source ultimately. Consider- If the rent income were capitalized at Shore bonds. The disposition of these : 
ing the present return afforded and 6%, a value of $65,000,000 would be assets did not entail any great sacri- : 
the stated value of the real estate obtained for its “Miscellaneous Physic- fice on the part of New York Central. 5 
holdings, it would appear that the !at- al Property” under which the real The investment in the New York State ens 
for Jl 
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Railways was purchased many years 
ago when it was highly competitive. 
Included therein, were the Mohawk 
Valley properties. The latter were 
segregated in 1905. At the time the 
foregoing properties were acquired, the 
power company was regarded as the 
less valuable unit. The loss sustained 
from the investment in the New York 
Railways, however, was greatly offset 
by the profit accruing from the sale 
of the Mohawk Valley shares. 

The capital structure has undergone 
a decided improvement, due to the bet- 
ter balance now existing between stock 
and funded debt. The latter, includ- 
ing $69,080,938 of equipment trust 
wligations was outstanding in amount 
of $684,629,138 and comprised 61.9% 
of the total capitalization against 
142% only as far back as 1923. Mort- 
gage debt totaling $579,951,000 at the 
close of 1927 was outstanding at the 
rate of $86,500 per mile of rqad. While 
the foregoing figure appears rather 
high, close analysis discloses that it is 
conservative in relation to gross reve- 
nues per mile of road. One of the fea- 
tures of the bonded debt is the low rate 
of interest on the entire amount, which 
at the close of last year was outstand- 
ing at the annual rate of 4.3%. New 
Yok Central is comfortably situated 
vith regard to maturing obligations. 
Until 1935, $185,000,000 including $21,- 
094,000 of equipment obligations ma- 
ture. Over one-third of the outstand- 
ing funded debt bearing interest at 
34% does not fall due for at least 
seventy years. 

The most important obligation, the 
refunding and improvement mortgage, 
is practically an open end lien. It is 
authorized to the extent of three times 
the capital stock, but after five hun- 
dred million dollars in refunding and 
improvement mortgage bonds are is- 
sued, no more bonds can be sold, ex- 
pt for refunding purposes, and then 
nly for not more than 80% of the 

toperty. While this issue is now the 

company’s medium of bond financing, 
it isdoubtful whether it will be used 
to any great extent, in view of the fact 
that the management seems committed 
to the policy of selling stock for both 

‘funding and new capital require- 
ments. In this event, it appears that 
still further reduction in the propor- 
ton of funded debt will be witnessed. 
lt is also conceivable that the amount 
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of stock outstanding will exceed bonded 
debt within the next decade. 

Capital stock which was outstanding 
to the extent of $421,385,485 at the 
close of 1927, increased 38 millions 
since 1926 and approximately 153 mil- 
lions since the end of 1923. Dividends 
have been paid without interruption 
since 1870, a record equalled by but 
few transportation systems of the 
magnitude of New York Central. From 
1900 to 1928, the regular rate averaged 
5% annually and from then to 1927, 
7%. late last year, the dividend was 
increased to 8%. While no increase is 
anticipated at present, an annual divi- 
dend rate of $10.00 per share could be 
supported. Earnings in the past five 
years averaged approximately $14.00 
per share annually and were the un- 
distributed earnings of its subsidiaries 
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taken into consideration, an annual 
average of $4.80 in addition is appli- 
cable per share of stock. In 1927, New 
York Central earned $13.90 per share 
from its own operations and the equiva- 
lent of $3.60 of undistributed earnings 
of its principal subsidiaries was appli- 
cable to the stock. 

Barring certain factors entering in- 
to the affairs of the New York Central 
System, its earning power and the 
value of its physical properties, should 
continue to grow steadily. Among the 
uncertainties that have been a retard- 
ing influence are the merger question 
and that of valuations. Their disposi- 
tion will hardly come at an early date. 
From an investment standpoint, New 
York Central represents a sound situa- 
tion, judged solely from the standpoint 
of its own merits. From a merger 
standpoint, it is only a matter of time 
when its various subsidiaries will be 
consolidated. It now holds practically 
all or substantial amounts of their out- 
standing stock. To appreciate the 
progress and present position of the 
property, a brief review since 1905 
should impress one, as to its underly- 
ing strength. In that year, the com- 
mon stock attained a high price of 
$175.00 per share, a figure which it ex- 
ceeded only recently. At that time it 
paid 5% in dividends annually as 
against 8% at present. Its investment 
holdings were not as valuable and 
equities back of the stock were com- 
paratively small. In 19138, New York 
Central’s credit was such that an is- 
sue of its bonds could only be sold 
abroad. In 1915, its offer to sefl stock 
to finance a vast improvement pro- 
gram, including the development of its 
terminals and real estate in New York 
was withdrawn. Instead, it resorted 
to the sale of $100,000,000 of 6% de- 
benture bonds. The strong credit posi- 
tion of the system is now apparent in 
its ability to sell stock. Aside from 
the fact that its vast holdings have 
appreciated, its income therefrom has 
also risen considerably. Considering 
the liberal dividend policy and the 
valuable rights to subscribe to its stock 
in recent years, with the fair possi- 
bility of the continuation of such a 
policy, it seems that the stock consti- 
tutes a sound investment. The present 
state of the market is uncertain, how- 
ever, and this must be borne in mind 
in considering stocks for purchase. 
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Table If1.—Revenue Statistics 





Net Railway 
Operating 
Income 


Total Revenues 
from 
Operations 


Total 
Non-operating 
Income 


Interest on 
Funded 
Debt 


Gross 
Income 


Dividends 
Declared 


Net 
Income 





$421,034,783 $71,199,384 


$24,668,309 $33,881,249 $95,867,693 


$45,339,426 $17,482,978 





369,606,930 64,798,086 


24,123,216 34,191,311 88,921,303 


89,250,399 20,728,835 





385,994,504 68,010,924 


25,419,095 28,684,284 93,430,020 


48,627,223 26,732,833 





399,537,748 72,180,767 


29,076,690 29,268,397 101,257,457 


55,664,040 26,827,814 





383,377,311 61,868,872 


42,608,679 29,292,539 104,477,551 


58,565,145 80,462,783 





: (* Based on the amount of stock outstanding 
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Record Volume of Real Estate 
Financing Reflects Sound Status 
of Mortgage Investments 


HOSE who have been 
9 in touch with the in- 
vestment market 

only a casual way will prob- 
ably be surprised to learn 
that real estate financing 
established a new record for 
all time during the first five 
months of 1928 when almost 
four hundred million dol- 
lars’ worth of securities 
were sold in public offer- 
ings. This volume is larger 
than the full year’s total 
for 1924 and at a higher 
annual rate than 1925—the 
“big year” in the real es- 
tate bond business. 

Furthermore, in 1925, 
real estate securities were . 
probably the most widely 
advertised group of invest- 
ments, as far as publicity 
and sales effort was con- 
cerned. Today, new rec- 
ords are being broken, al- 
though real estate financing assumes 
a far less conspicuous role to the casual 
observer. These changes in recent 
years within this important investment 
field supply the theme for this discus- 
sion. . 

Real estate financing, notwithstand- 
ing its comparatively recent rise to 
public attention, is probably the oldest 
form of investment known to civilized 
man. The earliest documents that pro- 
tected lenders against loss by pledging 
real property as security are found in 
the stone tablets of the early Egyp- 
tians. Through the subsequent Greek 
and Roman civilizations, the practice 
of securing loans by pledging real 
property continued. During the Mid- 
dle Ages, real estate mortgages and 
the public debts of kings and princes 
constituted virtually the only mediums 
of investment for surplus wealth. Even 
at this time the former were protected 
by an elaborate code of law, whereas 
the latter were all too frequently sub- 
ject to the repudiatien of their makers. 


A Time Tested Investment 


This long history—virtually the his- 
tory of civilization itself—is the back- 
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rage issues. 


the reader the benefit of these findings. 


By ARTHUR M. LEINBACH 
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in OLLOWING the widely heralded finan- 

cial reverses of some real estate 
financing concerns during the past year or 
so, real estate mortgage bonds have been 
thought by some investors to occupy a rather 
uncertain position. An investigation of this 
field, recently made by the author of this ar- 
ticle, disclosed a number of important transi- 
tions that should be interesting to holders or 
prospective purchasers of real estate mort- 
The facts presented here give 
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ground for the present day real estate 
mortgage investment. The simple real 


estate mortgage, without frills or fan- 


cies, representing a pledge of real 
property to secure payment of a loan 
substantially less than the value of the 
property, -has been subjected to the 
acid test of time, therefore, and bears 
a stamp of universal approval that no 
innovation can ever erase. A _ good 
real estate mortgage still ranks among 
the safest forms of investment obtain- 
able, irrespective of trends, changes, 
valuations and revaluations in the gen- 
eral field of investments. 

The most modern specie of real es- 
tate security is the so-called “amortized 
real estate construction bond.” As far 
as its wide distribution in this country 
is concerned, it is essentially a product 
of the past decade or so and attained 
the height of its popularity with the 
investing public during 1925 and 1926. 
Within the past year and a half, it has 
declined both in the volume of success- 
ful offerings and in the suspicious 
place that it occupied formerly in the 
market place and on dealer’s shelves. 

So much has been written about the 
amortized real estate construction bond 
by its sponsors, critics and independ- 


ent observers that at this 
late date a detailed descrip. 
tion may seem unnecessary. 
Still, few descriptions have 
covered the subject ade- 
quately enough to disclose 
that this specie of mortgage 
bond lacks the safeguard 
of a large junior equity 
which is characteristic of a 
simple individual mortgage. 
Let us first define the amor- 
tized real estate construe: 
tion bond then, in order to 
avoid any confusion with 
“ordinary real estate mort- 
gages” which also have a 
place in this article due to 
the degree to which they 
have been replacing the 
amortized mortgage in the 
present investment market. 


Defining the Amortized 
Mortgage 


The amortized mortgage bond as a 
type has several distinctive character- 
istics. To start with its advantages 
(from the investor’s standpoint), the 
amortization feature is a very effec- 
tive method of protecting the buyer 
of the bond, for notwithstanding the 
fact that the entire property remains 
mortgaged during the life of the bond, 
the total amount of the mortgage 1s 
reduced in installments every yeal. 
These bonds more than not are issued 
to finance new construction—usually 
apartment houses, hotels or business 
properties—whose value is determined 
by its rental income and therefore 1s 
“worth more” as security for the loan 
during the earlier years. 

For this reason an amortized bond 
can be issued safely for a larger sum 
against the same property than a sim- 
ple mortgage. This feature—the larger 
sum of the mortgage in ratio to the 
value of the property—is, furthermore, 
another prominent characteristic of the 
amortized real estate mortgage bond. 
Casting all theories of appraised values 
aside, it is a fact in the actual prac 
tice of the mortgage bond firms during 
the past five or ten years, that the 
amount of the mortgage was quite fre 
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quently sufficient to pay the entire 
cost of the building to be erected. 
Since the real estate financing field has 
been subjected to investigation by pub- 
lic officials in recent years, it is a 
known fact that a large number of the 
largest and most prominent operations 
fnanced by “amortized real estate con- 
struction bonds,” involved little equity 
other than the value of the land or its 
equivalent. The ability of operators 
to obtain land on terms that provided 
for a subordinated mortgage, or pos- 
sibly a leasehold transaction, made 
possible the “building on a shoestring” 
that was a by-word among the building 
fraternity in our larger cities. 


Essential Safety of Mortgages 


It must be emphasized here that 
this point is not made for the purpose 
of casting a shadow on real estate 
ponds of the type under discussion. 
Entirely disinterested authorities on 
real estate bonds frequently hold that 
the “worst amortized real estate con- 
struction bond is not an unsafe invest- 
ment for the purposes of the average 
investor.” To fully appreciate the 
trith of this statement one must real- 
i the tremendous advantage that new 
property has over old property from 
the standpoint of rental income. It is 
merely a way of stating that new 
property can safely be mortgaged to 
the hilt, if adequate provision is made 
to retire the mortgage annually as its 
earning’s value falls. 

This type of mortgage is safeguarded 
furthermore, against all of the ordi- 
nary contingencies of the real estate 
tarket such as an intermediary slump 
in speculative real estate buying; shift- 
ing of values from one section to an- 


Table I.—Percentage of Cities Reporting Overbuilding, Normal Supply 
or Shortage in Single-Family Dwellings, Aparttients and Business 


other, and a general “sleeping sick- 
ness” in the real estate market. Under 
the most trying of such “ordinary cir- 
cumstances” the amortized bond has 
held up admirably, especially in in- 
stances where the issue was sponsored 
by a financially strong firm, and it was 
the amortization feature that made 
possible the familiar slogans about 
“So and so many years without loss to 
any investor,” which were used by a 
number of the most prominent real 
estate mortgage firms not so long 
ago. 

What the amortized bond is not pro- 
tected against, however, is an abnormal 
and drastic reduction in the value of 
real estate locally or of a severe slump 
in value of the particular property which 
secures the loan. The amortized bond 
is so arranged that in a sense it grows 
safer year after year, but not at a rate 
to compensate for a sudden and severe 
drop in values. And this was the 
weak link in the chain that parted in 
1927, arousing a good deal of public 
notice and comment, when several firms 
dealing in inflated land values in 
Florida and other southeast sections 
met with financial reverses. 

The real estate mortgage business in 
general suffered severely from the re- 
percussions that sprang from this un- 
welcome notoriety. As was to be ex- 
pected, many investors and comment- 
ors who had previously frowned upon 
the amortization idea and its small 
equities, now came forth with eloquent 
I-told-you-so’s and all types of mort- 
gage investment offerings met with in- 
creased sales resistance. Up to this 
point, the tremendous growth of real 
estate financing had naturally given 
birth to the usual number of fly-by- 
night concerns, most of which went out 


(From the June, 1928, Survey of National Association of Real Estate Boards) 


Table IIl.—Percentage of Cities Reporting an Excess, Equilibrium or 
Shortage of Money for Real Estate Mortgage Loans as 
Compafed with May, 1927. 


of business rather abruptly and others 
died a slow death. 


Held Up Well Under Pressure 


Even the securities which were sold 
by the legion of small real estate con- 
cerns that operated on the fringe of 
respectability stood the test, however, 
with remarkable fortitude. Except in 
those instances where the value of the 
mortgaged property slumped drastic- 
ally due to purely local inflation, such 
as had occurred in a number of Florida 
districts, real estate mortgage bonds 
continued to meet interest and matur- 
ity requirements even after their spons- 
ors were no longer in business. The 
typical construction bond was serviced 
by an independent trustee, often a 
local bank or trust company, and the 
income from rentals passed directly 
through the portals of the trustee for 
the benefit of the bondholders. 

Where the mortgage company, in ef- 
fect, was both builder and financer, 
however, and was overtaken by finan- 
cial difficulties prior to the completion 
and rental of the property, the holders 
of the bonds fared rather badly. Bond- 
holders’ committees collected indemni- 
ties where the completion of the build- 
ing was guaranteed by a third party, ° 
and salvaged the assets that were in 
sight as well as could be done under 
the trying circumstances. 

As far as the operations of the major 
companies were concerned, the actual 
investor loss was notably small in pro- 
portion to the amount of financing in- 
volved, andin its worst year, the losses 
from real estate mortgage bonds com- 
pared well with other classes of se- 
curities. The large substantial con- 
cerns, whose experienced management 
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made it possible to entrench in their 
sales cost of new securities, and whose 
loans had been confined to locations 
that were not susceptible to sudden 
changes in real estate values came 
through the storm with flying colors. 
And when the atmosphere finally 
cleared up, it was found that there 
was a good deal more smoke than 
there was fire. 


High Sales Cost Inherent 


One factor that the real estate mort- 
gage business has always had to con- 
tend with is the inherent cost of dis- 
tributing this type of security. In 
earlier years when the war left this 
country with the heritage of a building 
shortage, high rentals were assured for 
almost all types of new buildings. 
Building operators could afford to “pay 
well” for their loans and the borrower 
met the high cost of distributing real 
estate mortgage bonds out of his own 
pocket with a smile. Large investors 
looked askance at the typical con- 
struction bond, probably because the 
firms with whom they generally did 
business did not handle this kind of in- 
vestment issue, and because the high 
yields obtainable from other classes of 
securities attracted the sophisticated 
capital into other channels. Notwith- 
standing the efforts made to interest 
the large investor and the institutional 
buyer in real estate construction bonds, 
these bonds were formerly sold almost 
exclusively to the small investor. Be- 
cause of the high sales cost in the 
small investor’s market, these bonds 
were not as readily marketable as 
other types of investments—a feature 
that is of little concern to small in- 
vestors, as long as safety of interest 
and principal is well assured. 

About three years ago, a movement 
started that by this time has virtually 
revolutionized real estate financing. 
When interest rates began to fall on 
general investment securities, the 6 
and 6%% coupon of a first mortgage 
real estate bond began to look pretty 
good to large buyers of bonds who saw 
yields fall below 5% and 6% on me- 
dium grade investment bonds. This 
demand from institutions and large in- 
vestors gave the dealers in general in- 
vestment securities an opportunity to 
encroach into the real estate financing 
field. Today, the majority of real es- 
tate financing is being done by invest- 
ment firms who in previous years had 
avoided this field and confined them- 
selves to railroad, public utility and 
industrial bonds. 


Real Estate Firms Enter the General 
Bond Field 


In fact, the present year has seen a 
number of underwritings by “real es- 
tate firms” which were syndicated by 
“general investment firms.” The sharp 
line of division that formerly existed 
between ‘the real estate mortgage busi- 
ness and the general bond business has 
virtually disappeared—a tendency that 
gained much impetus recently when 
some of the oldest and most prominent 
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“real estate firms” entered the general 
bond business and announced that they 
would deal in all kinds of standard in- 
vestment securities in addition to their 
first mortgage real estate financing. 
Commentators who had been crying 
“wolf, wolf” for many years are now 
compelled to admit that the predicted 
breakdown in real estate financing was 
limited largely to the failure of one 
large southern concern; a landslide of 
petty concerns which had a mushroom 
growth on the momentary. popularity 
of anything that might be called a 
“real estate mortgage”; a severe slump 
in Florida land values that engulfed 
both buyers of land and buyers of 
mortgages, and a rather marked leth- 
argy on the part of a number of for- 
merly active and progressive real es- 
tate mortgage concerns. The substance 
of the real estate mortgage business, 
however, remains unimpaired, while 
the current year witnesses a record 
volume in real estate financing. So it 
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is really those who recognized the 
soundness of the mortgage as an effec- 
tive instrument of investor protection; 
conceded the added measure of pro- 
tection afforded by “amortization” and 
advised discrimination to prospective 
investors instead of “hands off,” that 
today could well say I-told-you-so. 
What is the status of real estate 
bonds at present? This question must 
obviously be answered with generaliza- 
tions because the individual points of 
merit for each«issue should be the basis 
on which the investor makes his selec- 
tion. This publication has always de- 
cried the tendency in the real estate 
mortgage field to make blanket recom- 
mendations: that is, to say that “all 
real estate mortgages are good,” that 
“no real estate bonds are high grade,” 
that “So and so’s real estate bonds are 
safe,” etc. Investors have .'learned 
through bitter experience not to buy a 
real estate bond merely because it was 
brought out and stamped with the 
name of any particular company. 


Those who demanded safe locations, 
conservative appraisals, reasonably 
well assured rental incomes from each 
individual bond they purchased irre 
spective of which underwriting firms 
sponsored the issue, have found reg] 
estate mortgages of all types eminently 
satisfactory investments from the 
standpoint of safety. 

There are, however, a number of ap. 
propriate generalizations that can he 
made concerning real estate mortgage 
bonds as a group. As far as the trend 
of real estate values are concerned, 
the condition of housing shortages and 
scarcity of business property that ex. 
isted five years or so ago has been al. 
most universally corrected; many |b. 
calities now report a condition of over. 
building. Rentals and real estate val. 
ues have experienced a slow decline in 
the past few years, building costs are 
lower but new construction continues 
to make a very satisfactory showing 
in the face of predictions of an in. 
pending slow-down. Variations in real 
estate trends will, of course, be expe. 
rienced in different vicinities depeni- 
ing upon local conditions. It seems 
likely that values will remain station- 
ary for some time, with a tendency to 
ease off in overbuilt- localities. No 
slump in values of sufficient degree to 
impair the soundness nor the safety 
of a good mortgage issue is in sight, 
in fact there is no economic condition 
that stands in the way of the upward 
secular trend of real estate values over 
a long period of years. A 6% incom 
return is still available on good real 
estate mortgage bond offerings, with a 
range of as high as 6%% to lower 
than 54%% on individual issues in re- 
cent months. 


Past Experience Suggests Remedies 


From experiences of the past year 
or so, some of the weak points in the 
practice of real estate financing have 
come to light and have been or are be- 
ing corrected. The value of an inde- 
pendent trustee to protect the inter- 
ests of the bond holder has been em- 
phasized by the experiences of the 
past. To protect the bond holder dur- 
ing the period of construction, three 
methods are now employed by the more 
conservative firms; first, to withhold 
the public offering of securities until 
the completion of the building; second, 
to turn all funds over to the trustee, 
who makes advances only as the col- 
struction advances, and third, to ob 
tain strong guarantees of the comple 
tion of the building on schedule. 

Real estate bonds are being sold by 
general investment firms to their in- 
stitutional customers and large invest- 
ors, and the larger issues are provid 
with a degree ®f marketability that 
compares favorably with other types 
of investment bonds. Lenders of first 
mortgage money are competing for 
loans in many localities, and conse 
quently the borrower pays 4 smaller 
cost for his money... The firms that 
could not sell real estate mortgages 
a small margin of profit have either 
gone out of. business, spread their 1 
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terest over a wider group of invest- 
ments or are not very active in the 
resent market. The safeguard of in- 
dependent property appraisals is more 
universally adopted and in some cases, 
actual cost of construction and land 
yalues are disclosed to the prospective 
investor so that he can determine the 
ratio of junior equity behind his in- 
yestment to his own satisfaction. 


Investment Plane 


All of these tendencies place the real 

estate mortgage bond on a consider- 
ably higher investment plane, a fact 
that is reflected in the increasing de- 
mand for such issues by the sophisti- 
cated bond buyer. Mortgage money 
responds to the supply and demand 
for mortgages as much as it does to 
the general state of money rates and 
has not fallen as quickly as other 
casses of loans. Consequently, mort- 
gage bonds are offered at a yield basis 
slightly higher than other classes of 
bonds of similar investment merit, 
whereas a number’ of years ago the 
opposite status prevailed. And it is 
largely due to these conditions. that 
real estate securities are being sold in 
lager volume than ever before with a 
conspicuous absence of sales préssure 
or publicity effort. 


Three Types of Mortgage Bonds 
Currently Available 


There are three general classes into 
which real estate bonds may be grouped 
as they are available to investors at 
the present time. The amortized con- 
struction bond, described in some de- 
tail elsewhere in this article, is offered 
by the real estate mortgage specialists, 
who in addition to their functions as 
fnanciers have facilities for making 
appraisals, advancing funds during 
construction and collecting rentals to 
meet annual interest and maturities. 
Anther form of mortgage is the 
“guaranteed mortgage” issues on in- 
dividual dwellings or in the form of 
“mortgage certificates” which is really 
alarge mortgage split up into smaller 
shares of interest. This class of mort- 
gage investment is frequently offered 
for savings bank and trust funds as 
vell as for individual investors and is 
‘sentially a conservative investment 
but yields a smaller rate of income 
than the construction bond. Largely 
4 product of the past few years is the 
straight first mortgage bond, under- 
written by general investment firms 
and sold through syndicates and retail 
tannels to individual investors. Un- 
like the first two groups, the firms 
ealing in general investment securi- 
ties find it necessary to put out a 
bond that has a quoted and fairly ac- 
ve market. Although frequently pro- 
by a sinking fund that retires 
4 portion of the issue each year, this 
Soup of mortgage offerings is usu- 
Y not protected by the “amortization 
Pan” and may be issued for construc- 
Purposes, reftinding of a standing 
mortgage or a new mortgage on a 
‘ompléted building. 
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Public Utilities 


Pacific Gas & Elec. Gen, Ref. 5s, 1942.. 34.6 
Hudson & Manhattan Ist Ref. 5s, 
1957 (b) 5.9 
Montana Power Deb. 5s, 1962 (a) 9384.7 
Columbia Gas & Elec. Deb. 5s, 1952.....  .... 
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Better Prices for Copper Place 
Companies in Advantageous 


Position 


By H. W. KNODEL 
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A Thorough Analysis of the Copper Situation 
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price of copper during the first 

six months of 1928 has been the 
cause for a renewed interest in the 
shares of copper companies. From the 
viewpoint of price received for the 
metal, the year 1927 was the poorest 
since 1921, a year when the industry 
was severely depressed. The year 1928 
promises to be considerably better than 
last year, already several important 
increases in dividend rate have been 
announced and with the improved out- 
look the question arises in the mind of 
the investor, “Which copper stocks are 
the best purchases, and which com- 
panies will benefit most by the higher 
copper prices?” 

In this article some important phases 
relating to the future of the industry 
are discussed and it goes into detail 
on the costs of production for the vari- 
ous companies, and the possibilities in 
the way of higher earnings with the 
advance in copper prices. 

The companies included in the study 
are, with one or two minor exceptions, 
all those with a production capacity of 
10,000,000 pounds per year or more, 
the securities of which are listed on an 
exchange or in which a public interest 


A STRONG upward trend in the 


I—Copper Industry Has Not Been 
Very Prosperous. 


To the holders of copper shares par- 
ticularly, the undulations in the cop- 
per market have been the cause alter- 
nately of hope when the price of the 
metal: was riding upward toward the 
crest, and then of despair as the price 
after a brief rise sank back into the 
trough. Since the opulent days of the 
war, the copper companies have never 
been exceedingly prosperous and in re- 
cent years with copper selling most of 
the time below its pre-war price the 
situation could seldom be described op- 
timistically. 

Time and again the hope that was 
raised when copper began moving up- 
ward to a level which promised better 
earnings was shattered as the market 
for the metal after a short lived rise 
relapsed into its former state of de- 
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moralization. With conditions as they 
were in the copper industry in the past 
seven years, profits for the companies 
were very much on a “catch as catch 
can” basis, and this despite the fact 
that generally speaking the country 
has been prosperous during this same 
period. It can safely be said that this 
prosperity was not participated in to 
any great degree by the copper com- 
panies. 


II—Consumption of Metal Satisfactory. . 


In seeking a reason for this state of 
affairs, we find that it does not lie in 
a drastic curtailment in the use of 
copper, for as a matter of fact con- 
sumption has actually been on the in- 
crease, aided by the phenomenal devel- 
opment of the electrical industry in all 
its branches, and by the many new 
uses to which the metal is put chiefly 
by virtue of its corrosion resisting 
properties and to no small extent by 
its relatively low price. 


IlI—Tendency to Overproduction. 


Rather, the reason lies in other 
directions. Copper companies in at- 
tempting to reduce their cost of 
production have sought to do so by 
improvements in mechanical.and oper- 
ating technique, which would result in 
cutting expenses, and also by increas- 
ing their production or production 
capacities. Many copper companies, es- 
pecially the porphyry or open cut prop- 
erties, are at present in a _ position 
where they can easily increase their 
current production should conditions in 
the market warrant. In the past, 
when the price of the metal advanced 
appreciably, production was stepped 
up with the natural result of soon 
nullifying the conditions which in- 
duced’ the advance. However, when 
conditions called for an adjustment of 
production to lower levels, there was a 
considerable degree of inertia in the 
industry. The output was not quickly 
adjusted to prevent undue accumula- 
tion of the metal, and the price soon 
became depressed. This was clearly 
the case in the latter part of 1923, 
when copper dropped from over 16 
cents per pound in April to a. level of 


about 12 cents per pound almost 
throughout the entire latter half of th 
year and producers continued operat. 
ing practically at capacity. 


I1V—Secondary Copper Increasing. 


A second factor which is becoming 
of increasing importance, which ha 
actéd and probably will continue t 
act in the future as a check to highe 
copper prices, is the steadily increasing 
amount of secondary copper coming 
into the market. The more primay 
or virgin copper produced (from ore) 
the greater the potential source of sup 
ply of secondary copper, as the metal 
is practically non-corrosive, and ihe 
bulk of the new supplies is used in 
such form where it does not lose its 
identity and is recoverable. In 1926 
for every pound of new copper mined 
and shipped for domestic consumption, 
0.53 pound of salvaged copper was 
marketed. 

The last five years have witnessed 2 
tremendous increase in the quantities 
of salvaged copper returned to indus 
try for re-use, and this increase has 
been much more rapid than the in 
crease in mine production. In 1923, 
for instance, secondary copper prv- 
duced from old scrap was reported a 
541,800,000 pounds, while in 1926 it in- 
creased to 674,600,000 pounds, a rise 
of 24%. Smelter production in the 
United States over the same period 
increased only 14%. The figures for 
scrap copper are low rather than high, 
according to J. P. Dunlop of the United 
States Bureau of Mines, and at best 
can never be anything more than ap 
proximations. 

Technical methods for treating scra?: 
discards, etc., have been developed and 
improved and some of the large met#! 
companies such as Nichols Copper ©? 
American Metal Co. and Internation 
Minerals & Metals Co. have become 
either directly or through subsidiaries, 
important factors in the salvaged meta 
industry. 


V—Big Copper Price Advance Unlikely. 


Under this two-fold circumstance of 
a potential production capacity from 
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an-ever increasing amount of: secondary 
copper coming intothe: market, it=is 
nlikely that-the.prieesof copper -will 

A a prolonged *period-2a ‘price - 
ms en than it has been averag- 
ing in the last few years: This con- 
viction is strengthened by the fact that 
some large copper mining developments 
outside the United States have been 
brought to the producing stage, note- 
worthy of mention being the Andes 
Copper Co. in South America. Greene 
Cananea, in its recently discovered 
Colorado ore body, promises to become 
one of the large, low cost producers. 
African copper, principally from the 
Union Miniere du Haut Katanga, has 
heeome an important factor in the cop- 
per market, and other projects are be- 
ing developed, of which prominently 
mentioned is Bwana M’Kubwa in Rho- 


-has=been 


An important sderclopntint white” Fig USE the 
= the COPE poration afd HTinfitentiae’ in the 


sgoingeon quictiysin 

‘per industry ‘in ‘the last’ few years is 
the ‘gradual concentration: of control 
of the larger producing ‘properties into 
the hands of several strong groups. 
The bane of the industry has been lack 
of coordination and cooperation for the 
common interest due chiefly to the 
number of companies operating in the 
industry, working at cross-purposes. 

Let us cite two important cases of 
concentration of control. Thus, Ken- 
necott Copper Corporation is mainly 
a holding company owning in addition 
to its Alaska mines, the Braden Cop- 
per ,Co., one of the large South Ameri- 
can producers, and Utah Copper Co., 
of which it now owns about 99% of 
the stock. Utah Copper Co. in turn 


Chile’ Copper Co. .. Andes:’Copper Min- 
Saitided “Mihing Cor- 


affairs of -Inspiration’ Consolidated 
Copper’ Co. and Greene Cananea- -Cop- 
per’ Co.: 


VII=-Cost of Production = Trend. 


The safest assumption: the investor 
can make in purchasing copper stocks 
is that the price of copper will con- 
tinue moderate, and::therefore the 
shares of the “low cost producers” 
should be bought. As to which com- 
panies these are, it has been suggested 
by a well-known authority that the 
prospective investors follow. their 
hunches rather than sitting down with 
a pencil and paper and attempt to fig- 
ure it out from a sheaf of company 





desia. In 1923, the total production owns approximately 43% of Nevada reports. Analyzing annual reports of 
d almost of copper for the world was reported Consolidated Copper Co., this latter most corporations is fraught with 
alf of the as 1,411,980 tons (2,000 lbs.), while in company consisting of a consolidation much confusion even for the profes- 


d operat. 


Pasing. 


becoming 
Thich has 
ntinue ti 
to higher 
ncreasing 


1927, it amounted to 1,670,451 tons, an 
increase of 258,471 tons or over 18%. 
This increase in production was about 
equally divided between the United 
States and the remainder of the world. 


of three formerly separate properties 
—the Nevada, Chino and Ray com- 
panies. Kennecott, in addition, has a 
share in Motherlode Coalition, but this 
property is not of great importance. 


sional statistician owing to the lack of 
explanation as to the basis of evaluat- 
ing the assets,-and to the variable 
methods of accounting. 

But to paraphrase Bret Harte, for 
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ways that are dark and for tricks that 
are vain, the methods of mine account- 
ants are peculiar. If we wish to find 
out what it’ costs-a company to»preduce 
a pound ‘of topper, we ‘find the answer” 
to be an equivocation. Say the reports: 

“Includes: depreciation, state and local 
taxes, but not federal income tax,” 
“includes depreciation, state, local and 
part federal tax,” “includes deprecia- 
tion, but not taxes,” “after deprecia- 
tion, crediting other metals”; “after 
depreciation, development and explora- 
tion,” “includes depletion, after de- 
duction of appreciation realized during 
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year,” “aifter “depreciation and me 


of production of the various “copper 
companies and decide which of them 
are low cost producers. To further 
confuse the problem, there is no uni- 
formity with respect to the rates and 
amounts charged off for depreciation 
and depletion. Most of the companies 
report depreciation, but only a few 
give the amount of depletion. Depre- 
ciation per pound of copper produced 


CHART 1 





° WE copper 
produced, ‘while the tes mark is reg. 
istered by United’ Verde Extension 
with 5-43/100 cents per pound. In 
still other cases, companies with bond 
issues outstanding will include interest 
charges in cost of production. This, 
obviously, would not be done if these 
companies had raised all their capital 
throurh stock issues. 
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To avoid all these am- 
piguities, the writer has 
compiled a table (Table 
No. 1) showing the op- 





erating costs per pound 





for the important 








copper producing. com- 
panies. These figures 





were arrived at after in- 





cluding all proper oper- 





ating charges requiring 
cash outlay, including 





taxes, but excluding 








bond interest charges, 


INCREASE IN PER SHARE EARNINGS ON 
Té INCREASE IN PRICE OF COPPER OR 
I¢ DECREASE IN COST OF PROOUCTION 





LEVERAGE PER SHARE 














BASED ON 1927 PRODUCTION 














depreciation and deple- 
tion. The cost figures 





are computed for each 





year back to 1923, this 





latter year being the 
first year after the war 
period in which the com- 
panies became adjusted 
to the new conditions, 
and the first year in 
which production for 
most companies ap- 

















proached the normal. 
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_ Vill—Porphyrys Lower 


Cost Producers. 


It is possible from this 
table not only to see how 
the companies stand 
with respect to operat- 
ing costs, but to deter- 
mine the trend of 
production costs. Of the 
21 companies for which 
costs are figured for the 
year 1927, only three 
had operating produc- 
tion costs ranging from 
6 cents and 7 cents; 
only one company from 
7 to 8 cents; five com- 
panies from 8 and 9 
cents; four companies 
frm 9 and 10 cents; 
three companies (includ- 80 
ing Anaconda) from 10 
and 11 cents; three com- 00 
panies from 11 and 12 
cents; and two com- 
panies above 12 cents per pound. Chart 
No. 1 shows graphically the 1927 pro- 
duction of the. copper companies whose 
output was in excess. oz 10,000,000 
pounds of copper (with one or two 
minor exceptions) together with the 
operating cost and depreciation per 
pound. 

As between the vein mines and the 
porphyry mines, or those mines having 
disseminated ore bodies, the production 
cost figures would favor the latter. 
Two of the three producers with costs 
less than 7 cents per pound are of this 
class; the two producers with costs 
above 12 cents per pound are both 
vein properties. To make a fairer and 
more inclusive comparison, eight vein 
Properties and five porphyry proper- 
ties had production costs of less than 
10 cents per pound in 1927; and six 
veln companies and two porphyry prop- 
erties had costs exceeding 10 cents per 
Pound. This still shows that the ad- 
Vantage lies with the porphyry com- 
Panies, but at thé same time shows 
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that some of the vein companies are 
efficient and economic producers. 

To the surprise-of some observers, 
the -lake copper producers are staging 
a strong comeback. One of the lake 
companies, the Mohawk Mining Co., 
had an operating cost of less than 8 
cents per pound for 1927, while the 
largest of the lake producers, Calumet 
& Hecla Consolidated Copper Co., had 
an operating cost of less than 10 cents 
per pound. It should be remembered 
in connection with the lake producers 
that lake copper sells at a premium 
over electrolytic copper, in the last few 
years averaging about % of a cent 
per pound, giving them that much ad- 
vantage over the other copper pro- 
ducers. 


IX—Earnings of the Copper Com- 
panies. 


Somewhat apart from the important 
matter of production costs of copper 
companies, and affecting the investor 


EARNINGS PER SHARE-1927 


AFTER DEPRECIATION 


A~BEFORE DEPRECIATION 


more directly is the amount of profit 
earned by the companies. With a fav- 
orable cost of production, and with 
assurance of ample developed and -un- 
developed ore reserves, it. is probable 
that the company will continue to oc- 
cupy an advantageous position in the 
industry. 

The average price of electrolytic 
copper during 1927 was 12.92 cents per 
pound, the lowest average since 1921, 
and considerably below pre-war aver- 
age prices. With a price average as 
low as this, it may safely be assumed 
that the copper producing companies in 
order to show favorable results were 
operating at as high a degree of effi- 
ciency as was attainable by them. 

The results for the year 1927 in 
earnings per share after depreciaton 
charges are shown on Chart No. 2. 
The number of shares which a com- 
pany has outstanding, of course, affects 
the earnings per share figure in addi- 
tion to whether the company is a good 
‘earner or not, but this is taken into 
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account in: the market.-price -of.the 
stock. The position of a company on 
the chart, therefore, does not neces- 
sarily indicate its relative standing in 
the industry. 

Most of the companies included in 
’ this analysis are primarily copper pro- 
ducing concerns, so that the cost of 
production reflects the relative pros- 
perity (or the lack of it) of the com- 
pany. In some instances, however, the 
companies have other sources of in- 
come, large or small; and while a few 
may not show up well from the view- 
point of having a low cost of produc- 
tion, their income from sources other 
than their own copper production 
places their stock in a, stronger posi- 
tion than would otherwise be the case. 

Anaconda Copper Mining Co., for 
instance, represents a considerable de- 
gree of integration through ownership 
of the American Brass Company, the 
largest fabricator of copper in the 
United States. Indirectly, through the 
Silesian Holding Co., Anaconda holds 
controlling interest in the von Giesche 
mining properties in Germany and 
Poland. Anaconda is also a large pro- 
ducer of zinc and lead and in smaller 
quantities produces silver, antimony 
and arsenic. In addition, Anaconda as 


before noted, owns directly.or indirect- . 


ly 51% of the stock of Chile Copper 
Co., a low cost producer; 31% of the 


stock of the Inspiration Consolidated 


Copper Co., a relatively high cost pro- 
ducer; about 12% of the stock of 
Greene Cananea Copper Co., which 
through its recently uncovered ore re- 
serves is expected within a few years 
to become one of the large low cost 
producers; and is largely interested in 
the International Smelting Co., an im- 
portant lead.and silver producer; and 
a number of other concerns. The Ana- 
conda Copper Mining Co. obviously has 
a wide diversity of interests. 

Kennecott Copper Corporation is in 
the enviable position of-being the larg- 
est producer of copper in 1927 (Braden 
Mines included) and of owning 99% 
of the stock of the second largest pro- 
ducer, the Utah Copper Co., which in- 
cidentally is also one of the lowest cost 
producers, and indirectly about 43% of 
the stock of Nevada Consolidated Cop- 
per Co., the fifth largest producer. So 
far, Kennecott has not gone very far 
out of the purely copper mining and 
producing field. 

Calumet and Arizona Mining Co.,.a 
relatively high cost producer with an 
output of about 49,000,000 pounds of 


copper in 1927, owns over 67% of the 
stock of New Cornelia Copper Co., a 
relatively low cost producer, with an 
output of about 73,000,000 pounds of 
copper in 1927. 

Howe Sound Company, while pro- 
ducing a substantial quantity of cop- 
per from the properties of the Britan- 
nia Mining and Smelting Co., is more 
important as a lead and zinc producer, 
Tennessee Copper & Chemical Corpora- 
tion receives most of its income from 
the sale of sulphuric acid. 

To a greater or lesser degree other 
companies considered in this analysis 
have other sources of income in addi- 
tion to that received from the produc. 
tion of copper. This income, of course, 
will be reflected in the earnings per 
share for the company. 


X—Higher Earnings in Prospect. 


During 1928, the price of copper has 
recovered from the depressed levels of 
1927 and for the first six months has 
averaged more than a cent above the 
1927 price, and is currently about 1% 
cents above the 1927 price. This 
higher price for the metal of course 
means higher earnings for the pro- 
ducers, but with different rates of pro- 
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duction and different capitalizations, 
the increases in per share earnings 
would naturally vary. 

On chart No. 2 also is shown the 
“Leverage per Share” or the effect on 
per share earnings based on the opera- 
tions for the year 1927 of a 1-cent in- 
crease in the price of copper, or a 
1-cent decrease in the cost of produc- 
tion, or a combination of these aggre- 
gating 1-cent per pound in favor of 
the company. 

On the other hand, should this dif- 
ferential of 1 cent per pound be against 
the company, the “Leverage per Share” 
would indicate the amount the per 
share earnings would suffer. The 


amounts shown are based only on the 


direct operation of the various com- 
panies and do not take into consid- 
eration the equities in affiliated copper 
producing companies. 

A further elaboration of the effect 
of higher copper prices on the produc- 
ing companies is given in Table No. 2 
showing the per share earnings based 
on 14 cents per pound copper, and 15 
cents per pound copper. These figures, 
likewise, do not include the increase 
accruing to a company through its 
equities in affiliated companies. 

The three important .cases where 
these equities should be included are 
Anaconda Copper Mining Co., Kenne- 
cott Copper Corporation, and Calumet 
& Arizona Mining Co. Including Ana- 
conda’s equity in Chile Copper Co., the 
Inspiration Consolidated Copper Co., 
and in Greene Cananea Copper Co., the 
earnings based on 14-cent copper 
should be $4.70 per share, and on 15- 
cent copper should be $5.98 per share 
after depreciation. : 

Kennecott Copper Corporation, in- 
cluding its equity in Utah Copper Co. 
and Nevada Consolidated Copper Co., 
should earn $8.50 per share after de- 
preciation on 14-cent copper, and $9.80 
per share on 15-cent copper. Calumet 
& Arizona, including its equity in New 
Cornelia Copper Co., will show $6.94 
per share after depreciation on 14-cent 
copper, and $8.56 per share on 15- 
cent copper. 

In considering an investment in the 
common shares of copper companies, 
the “Leverage per Share” is particu- 
larly important in a rising copper mar- 
ket, as an indication of the additional 
profits which would be earned by a 
company. This naturally would presage 
not only the amount of a higher divi- 
dend disbursement, but also the possible 
extent of appreciation in the market 
price of the share of the. company. 

Irrespective of these things, however, 
the investor should assure himself as 
to the relative position in the industry 
of the companies under consideration 
with respect to production, cost of pro- 
duction, trend of the cost of production 
for the past few years, investments in 
affiliated companies, as well as earn- 
igs and dividends. If the data on 
Production, and cost of production are 
favorable, this undoubtedly means that 
the company is in a position to with- 
stand periods of depression, and cer- 
=—t wll prosper when conditions in 

€ industry have improved. 
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Preferred Stock Guide 


NOTE: The’ following list of preferred stocks has been arranged 
solely on the basis of current yields. The position of any stock in the 
Guide is not intended as an: indication of its relative investment merit. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate -——Earned $ per Share——, Redeem- Recent Yield 
1925 1926 1927 % 


; <i $ per Share able Price 
‘Norfolk & Western 115.54 160.35 183,40 No 89 4.5 
Atchison, Top. & 8. Fe 87.17 48.83 40.47 No 106 4,7 
Union Pacific 38,41 41,17 89.35 No 86 4.7 
Baltimore & Ohio 35.33. 48,41 38,44 No 80 5.0 


. Southern Railway 87.63 R 86,17 100 100 5.0 


Colorado & Southern Ist 43,18 57.76 No 78 5.1 
Pere Marquette Prior 57.50 . 64.08 100 99 6.1 
Wabash ‘‘A’’ » 11,48 ; 6.87 110 96 5.2 

39,13 5 58.76 No 74 5.4 
N. Y., Chicago & St. Louis.. 24,91 : 20,31 110 5.6 
St. Louis Southwestern 11,96 9.80 No 89 5.6 
Kansas City Southern 10.06 . 9.04 No 69 5.8 
Chic., Rock Is. & Pac, 2nd... 12.28 F 22.49 102 102 5.9 
N. Y¥., New Haven & Hart.. Rais ae 22.05 115 114 6.1 
St. Louis, San Francisco 102,65 i 100 6.2 


Public Utilities 


Public Service of New Jersey 8 (C) §19.66 §21.46 
Hudson & Mgn. R. R. Conv. 5 (N) 34,12 40,32 
North American Co 8 (C) 21.91 28.95 
Federal Light & Traction.... 6 (C) $3.02 41.51 
Columbia Gas & Electric 6 (C) Sows 27.81 
Philadelphia Co. 8 (C) 23,53 24.20 
Amer. Water Works & El... 6 (C) web 22,63 
Standard Gas & Electric 4 (C) 14,00 20.00 
West Penn Electric 7 (C) 16,15 20.81 
Continental Gas &- Elec, Prior 7 (C) 22.26 26.23 
Electric Power & Light 7 (C) 9.72 13,83 


Industrials - 


International Harvester 7 (C) 32,11 36,74 
‘American Smelting & Ref.... 7 (C) 30,38 35.52 
McCrory Stores 6 (C) 45.97 47.82 
Studebaker Corp. 7 (C) 208.13 173.89 
General Motors 7 (C) 101.78 167,17 
Case (J, I.) Thresh.: Mach... 7 (0) 21.49 29.39 
U. 8. Cast Iron Pipe 7 (C) 45.84 42.08 
Endicott Johnson 7 (C) 44,57 34,77 
Pillsbury Flour Mills ee *20.19 
International Silver _ 16.08 24,39 
Deere & Co. 13,68 23,22 
Brown Shoe 45,23 29.69 
Mathieson Alkali Works .... 58,60 67.86 
Associated Dry Goods Ist.... 29,92 27,67 
U. §. Industrial Alcohol 33.98 16,27 
Baldwin Locomotive 0.98 29.42 
American Cyanamid *20.58 *29.53 
Bethlehem Steei Corp. ....... 26.64 20.84 
Bush Terminal Buildings .... 4 t 
Devoe & Raynolds Ist 87.29 49.70 
Radio Corporation : 10.31 18,86 
Mid-Continent Petroleum .... 106,48 133.61 
Goodrich (B. F.) Co 51,57 13,96 
Central Alloy Steel vane 35,11 
Bush Terminal Debentures.... 16.01 16.81 
General American Tank Car.. 7 (C) 24.09 27.95 
Uv. 8. melting, Ref. Mng 5.97 6.25 
Victor Talking Machine nil 38,44 
International Paper 12.58 11,31 4 115 
Goodyear Tire & Rubber wk ase 11,83 110 


C—Cumulative. N—Non-cumulative. Cumulative up to 5%. § Earned on all pfd, 
stocks. * Years ended June 30. +¢ Guaranteed unconditionally by Bush Terminal Co. 
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portunity to assist us in spreading the doctrine of safe 
and sound investment by using these pages as a practical 
guide to financial success in their own homes and offices. 


Another Argument for Standard 
Investments 


OR many years, this department 
has counseled the small investor 
and the inexperienced buyer of 
stocks and bonds to confine his 
attention to the standard invest- 
ment issues. We have defined 
| these issues as. the stocks and 
bonds of large substantial corporations 
which are available on the stock and bond 
exchanges of the country and which pro- 
vide a reasonable measure of investor pro- 
tection. We have pointed. out that as a 
group, such issues are more desirable for 
the inexperienced investor, because they 
sell at known values; because the ex- 
changes require detailed information to be 
made public by the corporation of issue, 
and because the firms which deal in these 
securities are usually subject to supervision 
by exchange officials. 

From time to time, the soundness of this 
policy has been questioned by readers and 
others who point out the obvious fact that 
such practice limits one’s selection of in- 
vestments. “There are many good security 
bargains te be found outside of the so- 
called standard investment securities,” our 
eritics have argued with us. That point 





we willingly concede. As a matter of 
fact, exceptionally interesting investment 
and profit opportunities have been un- 
covered for our readers in this wide “out- 
side’ market and presented from time to 
time in other sections of this publication. 

But such investment excursions should be 
made only by those who are qualified by 
experience and training to properly ap- 
praise investment values. The outside 
market is no safe hunting ground for the 
small investor. To confirm this contention, 
comes an announcement from the Bureau of 
Securities of the Attorney General of the 
State of New York, which states that over 
one billion dollars worth of securities sold 
in this outside market since the war have 
either defaulted or become worthless. With 
such a staggering figure in front of us, it 
is no longer necessary to theorize about the 
advantages of “sticking to” the standard 
investment group. 

Of this billion dollar loss it is a reason- 
able presumption that many millions. were 
lost by well intentioned investors, who 
sought no more than a modest rate of re- 
turn from their capital and believed that 
they had placed their funds safely. 
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HE teachers are off on vacation. 
T Some have sailed to Europe for 
travel tours; some have gone to 
the Canadian Rockies and the Pacific 
Coast; others are taking educational 
courses at our Universities, while a 
good many have sought quiet resorts 
in New England and elsewhere to get 
complete rest and relaxation. The 
teachers represent a large class of 
self-supporting women. Some of them 
are “free lances” with only themselves 
to maintain; others, representing a 
goodly proportion of their number, are 
responsible for the partial or entire 
support of one or more dependents. 
Teaching is a profession which puts 
a strain on both mental and physical 
energies. There are few teachers be- 
tween the ages of forty and fifty who 
are not eagerly anticipating the date 
when they will retire from active 
duties. In some states, New York 
and New Jersey among them, retire- 
ment is made more attractive through 
pension systems under which teachers 
may retire at specified age limits on an 
annuity income payable throughout 
their remaining lifetime. But even 
under its most favorable conditions, 
the teachers’ pension seldom averages 
more than fifty per cent of the normal 
income during active 
duties — frequently the 
percentage is much less. 
A woman who has 
earned a comfortable in- 
come for twenty or thirty 
years finds it a matter not 
only of inconvenience, but 


gx Dour Future Income 


Why Self-Supporting 
Women Need Life 


Insurance 


The*€ost of Old Age Income Policies 


By FLORENCE PROVOST CLARENDON 


such annuity), and protect dependents 
while saving for her later years. 

While school teachers in some states 
are protected by a pension system, the 
business woman and most professional 
women—doctors, nurses, etc.—must de- 
pend upon the results of their earlier 
thrift to maintain them when earning 
power wanes or ceases. It is true that 
pension systems, with sickness and 
disability benefits, are operative in a 
few large corporations, but the custom 
is by no means general. It therefore 
behooves the self-supporting woman to 
exercise the cardinal virtue of thrift 
if she seeks to maintain her inde- 
pendence when she retires from active 
work. 

With their growing activity in pro- 
fessional and business life, women have 
shown an increasing interest in the 
benefits of life insurance as a provi- 
sion for maintenance in later years, 
and as a protection meantime for de- 
pendents. While women have been the 
chief beneficiaries under policies since 
life insurance was commenced, it is 
only in comparatively recent years that 
their interest has been awakened in 
this form of investment and stimulated 
to the extent of applying for life in- 
surance on their own account. 


ih aie al mean adits | 


Annual Premium on a Deferred Life 


Annuity of $50 Monthly 


One of the most systematic methods 
of saving is through premiums on life 
insurance. The payments call for 
regular deposits at stated intervals, 
and the usual notice sent by the com- 
pany prior to each due date acts as a 
gentle compulsion towards following 
the habit of thrift. The business or 
professional woman who is in the Hey- 
day of Youth or on the Sunny Side of 
Forty, and earning a good income, is 
apt to view Three Score Years as some- 
thing so personally remote that she 
postpones the building of her old age 
income. She may take a “flyer” in the 
market; make a deposit now and then 
in the savings bank; or perhaps pur- 
chase a Baby Bond, and allow these 
occasional gestures toward thrift to 
represent her irregular and unsys- 
tematic provision for future mainte- 
nance. 

For the teacher who has the good 
fortune to be included in a pension 
plan, one of the best forms of life in- ° 
surance is an Endowment Policy which 
will mature coincidently with her re- 
tirement. Thus, a woman now age 35 
who anticipates retiring at age 65 on 
a pension equal to about half of her 
present salary ¢ould with advantage 
apply for a 30 Year Endowment, under 
which the proceeds would 
be payable to her at the 
time she retires from 
school ‘work. This  En- 
dowment protects a bene- 
ficiary over a long period 
of years, thus providing a 
fund for a dependent rela- 


Income Income Income 
Age at commencing 


Issue at age 55 


oiamameas connie tive in the event of the 
at age 60 at age 65 insured’s death occurring 
$90 $55 before the maturity date 
118 11 of the policy. If she lives 
160 04 to enjoy the proceeds of 
this policy, and the fruits 
225 128 of her earlier saving and 
339 182 


self-denial, she can with 
Note: This Deferred Annuity . makes o, sroviion for any advaneene pare the ‘pro- 
ayment after the death of the annuitant. o medical examina- ceeds payable to’ her as 
ea is required unless the Disability Benefit is included. If this . Pp y tead ‘of er 
Benefit is included there is a small additional premium required. mcome, instead 0O© in a 
lump sum, and thus sup- 


(Please turn to page 644) 


of acute discomfort, to re- 
adjust living expenses in 
her later years to meet an 
income which has_ been 
split approximately in 
half through retirement 
from work. 

Life insurance provides 
&@ Means whereby the 
teacher may build up a 
thrift fund for the future, 
augment hér pension in- 
come (if she is eligible to 
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New Rules for 
An Old Game 


EN years ago, living in a mid-western city, I was only 
well started on my professional career when the mat- 
ter of saving came to assume serious importance in 

our household counsels. I had been married six years, had 
seen three lusty youngsters born into my keeping, and had 
a wife who was an excellent manager of our domestic es- 
tablishment. 

For several years we had made a budget; made it ac- 
cording to the best rules; so much for shelter, so much for 
food, so much for savings. To our chagrin it did not work. 
We found the so much for shelter worked, because we had 
to pay the rent. Likewise the so much for food. But the 
amount to be saved didn’t get saved. 

There were always some little items crowding in that 
we had not provided for in the budget, and when they 
crowded in they crowded out the savings. One year it 
was some new furniture, another year a baby, a third year 
some professional study that seemed to be imperatively 
needed. Some just leaked out in: ways that escaped the 
account book. We simply were not succeeding in saving 
anything, though we had a model budget. We decided the 
trouble was that we left the saving go till last, with the 
result that when we came to the saving there wasn’t any- 
thing left to save. 

We thereupon decided on a radical change in policy. We 
decided to take out the savings first. To make sure we 
would take them out first we decided to bind ourselves 
‘to some sort of a contract with an outside party. . We 
thought that would impress 


By K. A. S. 


dollars a month saved and somehow all the other bills were 
paid too. 

Within a year after this method was put into operation 
we were invited to step into what seemed to: be a real bar- 
gain in the way of a house. A confrere was moving away 
and wanted to dispose of his dwelling. The war-time price 
advance had not yet struck real estate in that community. 
His offer seemed quite reasonable. If we would take it, 
we could fix our own terms. This seemed to be an oppor- 
tunity to try out our savings plan on a really significant 
scale. We agreed to buy the property, stipulating that 
the cash down payment should be small but that the peri- 
odic payments on principal, including interest, should be 
fairly heavy. 

As we swung into the new program we found that we 
were more than tripling our former monthly savings and, 
while we could no longer say that we didn’t feel the sacri- 
fice, we could say that living in our own home and watch- 
ing our debt get gradually whittled down were abundant 
compensation for the sacrifice. That year we saved four 
times as much as in any previous year; and the family 
never missed a square meal, nor did the children have to 
go barefoot. The secret lay in taking out the savings first, 
then in exercising ingenuity in living on the balance. 

Two years later (in 1920) an opportunity, which seemed 
to promise much in the way of professional advancement, 
presented itself in another city. The belated advance in 
real estate had come, making possible the sale of our home 

at a profit of almost $3,000. 


us with the importance and 
necessity of really saving the 
amount called for. At this 
time the country was in the 
war. Our decision was prob- 
ably partly ascribable to the 
stimulus of war thrift. 
What kind of a contract 
should we make and with 
whom should we make it? 
Until something more chal- 
lenging arose, we signed up 
to buy a $100 bond on the 
partial payment plan — $10 
down and $10 a month, on 
the first day of the month 
(when my salary check came 
in). At last we were launch- 
ed on a savings program that 
really saved. We were not 
conscious of giving up any- 
thing. We were somewhat 
surprised to find that the 
saving proved to be painless. 
Before the first bond was 
paid for, we had started 
paying on another. Twenty 


580 


66 6 6 EP PE 


Three Important Rules for “Contract 
Thrift” 


1. Contract with an outside party for a definite 
payment to be made regularly. This has meant in our 
experience at various times, a contract to buy bonds, build- 
ing and loan shares, and three different homes. We have 
found that a budget alone is not sufficient. 


2. The contract should preferably be a long- 


term contract. If the contract is short there is danger of 
discontinuing the plan when the contract expires. We found 
that such was our tendency when buying bonds on the in- 
stallment plan. Building and loan shares and home buying 
meet this point well. 


3. The contract should preferably be for a 
tangible object of saving. There is more inspiration in 
saving for a tangible object, such as a home, than for an in- 
tangible one, such as building and loan shares or bonds. We 
can see results, indeed enjoy the fruits of saving while saving, 
when paying each month toward our home. 


6 6 6 6 a 


With this unearned incre- 
ment in hand we moved to 
the larger city. There we 
found renting almost out of 
the question. Places in which 
we could afford the rent 
were undesirable for the 
children, while those that 
were wholesome for the fam- 
ily were out of reach finan- 
cially. 

Buying a bungalow seemed 
the. only wise thing to do, es- 
pecially in view of the fact 
that we had $8,000 for 4 
down payment, together with 
experience in compulsory 
saving to meet the monthly 
installments. Whereupon we 
bought a $10,000 bungalow, 
$3,000 cash down and $100 
a month, including interest. 
This meant that about $35 
of each month’s payment 
went for interest while $65 
went for savings. 

As. the months rolled on 
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After the author’s experience showed the futility of saving 
“what was left over,” he adopted the plan of obligating 
himself to save as described in this article. Thus, by con- 
tracting to save, he plays a winning hand; adding to his earn- 


ings when necessary to make good on an iron-bound savings 


program. This thrift plan may likewise prove advantageous 


to others in a similar situation. 


and the principal was slowly reduced, somewhat less than 
$35 went for interest, somewhat more than $65 for savings. 
It was considerably more than we had ever saved before. 
In fact we found ourselves saving 23% of our income, 
which was more than the standard budgets called for, con- 
sidering our income and the size of our family. We suc- 
ceeded in doing it because we always sent a check for the 
$100 on the first day of the month, the same day on which 
we deposited our salary check. Nor was this amount easily 
spared. Many things seemed to be needed in the new 
location. We just had to have a new rug for the living 
room, a new suite for the guest room, an up-to-date gas 
range. 

Under our old system, we would have bought these things 
first and let the savings go. Under the new system, we 
saved first, then schemed and planned how we could get 
the new furnishings. The result of our scheming and 
planning was that I hustled around and got some extra 
outside work to do. Our new thrift plan actually forced 
us to earn a larger income. The extra work didn’t lower 
the efficiency of my regular work, nor injure my health. I 
accomplished more because I had an incentive to do it. 
The extra income bought the extras for the house. Thanks 
to our savings plan We had the savings and the new things 
too. Without the savings plan we would probably have 
had the new things ‘but no savings. 

Our lesson was not finally learned, however, until we 
had suffered a relapse and had another reorganization. 
In 1924 another move brought us to our present location. 
We thought best.not to buy a home at once but take a year 





or so to decide just where, and in what priced house, to 
locate. Presently we discovered that we were slipping back 
in our savings program. We simply would not save what 
our budget called for unless we had a definite obligation 
to meet. 

The situation was partly met in January, 1925, by sub- 
scribing for 15 shares in a Building and Loan Association, 
payments to be made on the first Saturday of each month. 
We might have subscribed for more shares, except that we 
told ourselves we would buy a home soon. Time went on 
and we neither bought the home nor saved what we should. 
After two years of renting we were finally convinced that 
we must go back to our old plan. 

About this time, we found a house that captured us com- 
pletely. The only drawback was that it seemed beyond 
our means. Annual taxes, interest, insurance and depre- 
ciation amounted to about 830% of our income, which seemed 
too much to put into shelter. However, remembering how 
we had braced up to the almost impossible before, we took 
the plunge. A moderate down payment, with fairly heavy 
monthly installments to apply on interest and principal, 
was arranged. Again we. came through, or rather are 
coming through, successfully. 

We are now saving 24% of our income and living in a 
more spacious and comfortable house than we ever enjoyed 
before, Our home life is happier today than it has ever 
been, because we are conscious of enjoying a high standard 
of housing, together with saving a larger percentage of our 
income than the average. Meanwhile I have carried enough 
insurance: to protect the family in case of premature death. 





These investment r 





‘ Approxi-. Yield 
THE FI mate to 
RST $500 e Price Maturity 
Savings banks accounts are recommended for 
deposits of regular savings, to yield .-. 4t04%% 
Shares of well managed Building & Loan Assn. 
are recommended on the monthly payment plan... 5 to 6% 
Endowment Insurance is a suitable medium for 
the investor and yields a return of «es 3t08%% 
*Laclede Gas Light Ist and ref, 5%4s, 1953 104% 5.16% 


THE NEXT $1,000 : 
tInternational Mercentile Marine 1st & Coll. 6s, 

1941 ° 5.67% 

*Montreal Tramway gen. & ref. 5s, 1955 5.07% 

5.69% 

+Western Pacific Ist 5s, 1946............ swe ese 5.09% 


BYFIV’S INVESTMENT SUGGESTIONS 


dations are now a regular feature for the guidance of BYFI 
readers. With the original selection of each issue, safety of principal has been a fore- 
most consideration, Each issue is watched continuously, and will be replaced: at any 
time it. may become unfit:for retention. Such changes will, of course, be brought to 
the reader’s attention, if and when they: occur. 





$5,000 FOR INVESTMENT 


Cuba R. R. Ist 5s, 1952 

Schuleo Co., Inc., Guar, Ser. ‘‘B’’ 64s, 1946.... 
U. 8; Rubber 1st 5s, 1947 
West Penn Electric $7 Pfd 
U. 8, Smelting & Ref, $3% Pfd 
*American Sugar Refining $7 Pfd 


THE NEXT $5,000 


Seaboard Air Line lst Cons, 6s, 1945 
Nassau Electric 4s, 1951 
Western Maryland Ist 4s, 1952 
Brooklyn-Man, Tr. $6 Pfd 
International: Paper, $7 Pfd, ....... 
tAmerican Pel. & Tel. common ($9) 














* Available in’ $100 ‘units, + Available in $500 units, + Recommended to hold only. 
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The Adventures of An Amateur 
Realtor in New York City 


How the Modest Income of an Enter- 
prising Woman Bought a $50,000 Home 


tion, for my friend, with nothing 

but a modest salary, and a mother 
to support in the bargain, to get where 
she is financially today. 

In the first years of the war, on per- 
sonal advice obtained from THE MAGA- 
ZINE OF WALL STREET, she _ started 
buying, on a Partial Payment plan, 
New York Central Stock. In two years 
she had $1,000’s worth. 

On a visit to Jamaica, Long Island, 
in 1916, she fell in love with one of a 
row of brick houses, beautiful built, 
true Colonial in every detail. She 
wanted it. All she had in the world 
was that stock. We went to see the 
company. They would make conces- 
sions. The house was priced at $7,500. 
She need pay down but $750. They 
would take a mortgage on the balance. 
She could pay this off quarterly and 


I’ took courage, vision, prompt ac- 
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Sutton Place—A Mil- 
lionaires’ Colony in 
New York’s Eastside. 


© Wide World Photo 








By HELEN G. RUSSELL 


the interest would be steadily decreas- 
ing. 

New York Central shares, as pre- 
dicted, did rise. She sold them and 
made her payment. I lived with her 
and we commuted to New York. I 
paid her what I should have to pay 
for my share in an apartment in town, 
$45 a month. With my rent, and deny- 
ing herself, clothes, shows; by wearing 
a sweater under her Spring coat, she 
was paying off that mortgage. But 
the joy of ownership more than com- 
pensated her for her sacrifices. 


The First Profit 


The next year she rented it fur- 
nished at a splendid rental. We re- 
turned to the city. Things were easier, 
but still no extravagances. At the end 
of that second year she had an equity 


in the Jamaica house of $5,000. Not 
only that, but since these adorable 
houses had all been sold, she received 
an offer of $8,590 for her home and lot. 

And then one Saturday, after she 
had been running away afternoons on 
some mysterious business, she dragged 
me way down and way over east be- 
tween First and Second Avenues on 
East 50th Street. I must go through 
with her an old three-story and base- 
ment brown stone house. A dreadful 
house, the dingiest, dirtiest, smelliest, 
ratty kind of a place. Narrow, dark 
halls, steep stairs, a back yard like a 
dumping ground. 

“I can get this place,’ she told me, 
“for $12,000—$1,200 down and easy 
payments.” 

I was aghast! “Are you clean 
crazy?” I asked her. Paper torn off 
the dirty unsightly walls, plumbing 
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smelling to Heaven, splintery floors, 
embedded with filth, and such a neigh- 
porhood! 

I could not discourage her. She ex- 
plained to me that the neighborhood 
had once been aristocratic, that it had 
fallen as low as it could and was com- 
ing back. The Vanderbilts had bought, 
or were buying, way east in the upper 
Fifties. I would live to see the day 
when she would have doubled her in- 
vestment. 

I had to give her her head, but my 
spirits were at zero. 

She sold her equity in the Jamaica 
house, paid down the $1,200 and the 
fee for searching the title. She got 
acquainted somehow with a Janitor in 
the neighborhood, a Frenchman who 
approved of this thrifty enterprise and 
was tremendously interested. After 
his hours and in between they tore off 
paper, painted the walls a light buff. 
They scraped the floors and painted 
them with automobile enamel. They 
got after the yard, planted grass seed, 
a border of nasturtiums, and later 
zinnias and asters. The plumbing was 
fixed, two bathrooms put in. The 
upper two floors were made into Par- 
lor, Bedroom, Bath and Kitchenette. 
We haunted the auction rooms and 
furnished them and dressed them up in 
bright hangings, covers and cushions. 
She rented these two floors at a price 
that took care of her taxes, insurance, 
interest and paid off a bit of the mort- 
gage. All this she did with a thousand 
dollars. She then put another thou- 
sand into the gas furnace. No ashes, 
no dust, no extra man to hire. 


Q. E. D—The Proof of the Pudding 
Is in the Eating 


You all know how the Vanderbilts 

have built up Sutton Place. You know 
how quietly one fine family after an- 
other have come into that neighborhood 
over in the east Fifties, torn down old 
stairs, stoops, made ground-floor en- 
trances with quaint lanterns on either 
side. You know of the rows of old 
houses torn down to make room for 
first-class apartment houses with their 
awnings and uniformed attendants. 
_ She paid $12,000 for that house. An 
Improvement here, an improvement 
there; the fireplaces cleaned, quaint 
furnishings—may have added another 
$3,000 which her tenants have more 
than paid for. Today she has been of- 
fered $40,000 for that place where I 
held my nose, eight years ago, in dis- 
May and disgust. The Real Estators 
and her bank advise her to hold it for 
$50,000, which she can demand any 
time in the near future. 

When I see her unusual and original 
home, the clothes she can afford now, 
the theaters, a tripg.sense her feeling 
oft Security. about. the future, I curse 
my stupidity and lack of vision, for, ] 
too, could have done, even as she. 
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BYFI Editor: 


Will you please explain to me what 
the terms ‘“‘ex-dividend” or ‘‘ex-richts”’ 
mean, and how is the investor able to 
know when he is entitled to dividends or 
rights or other payments on stocks. At 
the present time I own some Postum 
Company stock which cost me about 126. 
After declaration of the recent 100 per 
cent stock dividend, I figured that I would 
own two shares worth around 126 for 
each one share formerly held. But now 
the stock is apparently selling ‘“‘ex- 
dividend” at a much lower price. Could 
IT have sold the new stock before the “‘ex- 
dividend” prices were established? Other- 
wise, it seems to me that this dividend 
has not been worth much to the share- 
holders. Please explain the workings of 
stocks that co ‘“ex-dividend” or “‘ex- 
rights.”—-S, T., Boston. 


For the purposes of this ex- 
planation, we will consider that 
all payments to stockholders 
whether they are in form of cash, 
stock or rights come under the 
heading of a dividend. These 
dividends are declared on all 
stock which is registered on the 
books of the corporation as of a 
designated date. If, for example, 
a dividend of $10 is declared on 
all “stock of record July Ist, 
1928,” the corporation pays the 
dividend to all stockholders whose 
names appear on the registrar’s 
books on that day. However, if 
one stockholder (we will call him 
Mr. Smith) should sell his stock to 
Mr. Brown a few days after July 
1st, Mr. Smith’s name would still 
appear on the company’s books 
and he would get the dividend, 
whenever it was payable. In 
order to clarify this situation, the 
stock exchanges rule that stocks 
shall sell on an “ex-dividend” 
basis on the so-called “day of 
record.” This means that Mr. 
Brown buys the stock without be- 
ing entitled to the dividend. 
Naturally, the stock without the 
dividend would not be worth as 
much as with the dividend, so the 
difference is reflected in a re- 
duced price. Theoretically the 
first sale on an “ex-dividend” 
basis would be determined by the 
last closing price, less the amount 
of ‘the dividend. The purchaser 
of an “ex-dividend” stock pays’ 
less for his stock but does not 
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get the dividend. Particularly in 
the case of a stock dividend, the 
dividend is not, as you _ say, 
“worth much to the stockholder.” 
Frequently, the stock exchanges 
rule that a stock shall sell “ex- 
dividend” at any arbitrary date 
which is different than the “date 
of record,” but the procedure 
works out the same way as far 
as buyers or sellers of the stock 
are concerned. 


BYFI Editor: 

A group of my friends are proposing 
to form an Investment Club somewhat 
along the lines of the Clubs which have 
frequently been described in the BYFI 
section of your publication. Having ex- 
perienced some difficulty in deciding upon 
a manager for the fund, one of the pros- 
pective members — that we take an 
interest in one of the investment trusts— 
one of the so-called “management trusts” 
which buy and sell investment securities 
for profit as well as for dividend income. 
Do you consider this plan a sound one? 
—R, P.. D., New York, 


The Investment Club idea has 
a good deal in common with the 
practical operation of “manage- 
ment trusts” or investment 
trusts, except that the former 
operate in an informal way and on 
a much more limited basis. If you 
have any difficulty in obtaining 
a capable manager for the fund 
which members propose to raise, 
you could gain much the same 
end by taking a stock interest in 
a good investment trust. These 
trusts ordinarily do not seek as 
large profits or income from their 
investments as many investment 
clubs, but for the same reason 
their activities over a long period 
of time would probably be safer, 
at least than an Investment Club 
which does not have very capable 
management and which deals in 
rather’ speculative types of se- 
curities. Why not carry your 
idea a little further and divide 
the capital of the club over sev- 
eral of the investment trusts, 
selecting for the sake of divers- 
trusts -of different types 
which deal in different classes of 
securities? 
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Business Trend Upward 


Seasonal Influences Bring About Better Trade 
Tone — Industrial Activity Satisfactory 





STEEL 











Unusual Summer Activity 


HE start of the third quarter, 
which normally marks the begin- 
ning of summer dullness in the 

steel industry, has this year failed to 
witness the customary sharp shrinkage 
in demand. In view of the sustained 
rate of consumption throughout the 
first six months, the fact that the vol- 
ume of buying has not shown a severe 
falling off with the entry of seasonal 
hindrances to activity is very encourag- 
ing and indicates the strong position 
of the industry in general. With this 
favorable development in regard to in- 
coming new business it is not surpris- 
ing that mill operations have been 
maintained at a rate considerably 
above 70% of capacity, whereas at this 
time a year ago the level had receded 
to a point well under 70%. ; 

Steel production in the first six 
months established a new record, total- 
ing 25 million tons, a gain of 2.9% 
over the first half in 1926. In spite of 


(Please turn to page 647) 


COMMODITIES* 


(See footrote for Grades and 


Unit of Measure) 
1 
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Lumber (18) ... 


* July 14, 
(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
4) Mid- Continent, 36°, $ per 
bbl. ; ; (5) Pittsburgh, steam mine run, $ 
per ton; (6) Spot, New York, e. per 
(Ty No. 2 red, New York, $ per ushel; 
2) No. 2 Yellow, New York, $ per bushel; 
(9) ht, Chicago, c. per pound; (10) Top, 
Heavies, Chicago, »% per Ib.; (11) Rio, No, 
7, Spot, ec. per Ib.; (12) First Latex crepe, 
c, per = oe ey Ohio, Delaine, unwashed, 








Full D 
Ib.; (17) Wowipetiit per carlead roll, ¢. per 
Ib.; a Yellow pine boards, f. o. b. $ 
per M. 























THE TREND IN MAJOR INDUSTRIES “| 


STEEL—Present rate of steel demand is unusually heavy 
for this time of the year and activity is likely to be sus- 
tained throughout the summer. Steel output in first 
six months was a new record. Prices continue to display 
an irregular trend and only cooperation on part of pro- 
ducers can improve the situation. 


METALS—Copper production in June was higher as expected 
in view of drain on surplus stocks, although increase is 
not excessive. Prices remain firm at 1434 cents even 
though volume of buying is curtailed. Reduction in lead 
prices, while zinc markets are dull. 


PETROLEUM—Gasoline consumption continues heavy, with 
prices strong and showing advancing tendencies; re- 
finers’ position steadily improving and further recovery 
is indicated. Crude oil production shows no important 
change in either direction. 


AUTOMOBILES—Seasonal lull in automobile industry slow 
in developing, although downward trend in production is 
definitely under way. Output of number of manufac- 
turers for first six months was at high levels, with earn- 
ings proportionate. Production of new models begins 
in August so that present easing off in operations is likely 
to be temporary. 


ELECTRICAL EQUIPMENT—Volume of hale is hold- 
ing up well on steady buying of important consuming in- 
dustries. Reconditioning of industrial plants, expansion 
programs of' utilities and electrification projects of_rail- 
roads provide large potential outlets for new equipment. 


COAL—Markets are featureless as demand for both hard and 
soft coal remains dull. Statistically industry is:showing 
some improvement, stocks having been reduced nearly 3 
million tons as of June 1. Production of anthracite and 
bituminous in week ended June 30 showed an average 
gain of 37,500 tons over preceding week. 


CHEMICALS—Steady growth of industrial chemical indus- 
try continues, reflecting sustained activity of important 
consumers. Supplies are favorably aligned with demand, 
thus assuring maintenance of present price levels; and 
earnings of leading producers are higher. 


SHIPPING—Dullness prevails in ocean freight market as a 
result of excessive world tonnage. No nearby improve- 
ment is in sight, although favorable legislation may bet- 
ter conditions in 1929. In meantime earnings will prob- 
ably show little change from present unsatisfactory 
levels. 

SUMMARY—Activity in a:number of industries is satisfac- 
tory and business conditions as a whole are favorable. 
Warmer weather is stimulating retail trade, also aiding 
crop development. Outlook for balance of summer is 
ericouraging. 
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Some Criticisms Offered by the 
Opponents of the Public 
Utility Holding Company 


By WALTER E. LAGERQUIST 


HE public utility industry has continued to set new 

records of achievement in the first half of - 1928. 

The budgets for all classes of utilities for this year 

call for an expansion of plant facilities approxi- 
mating a billion dollars. With a total capacity of all power 
producing machines in the United States of 750,000,000 
horsepower and further capacity needed, the increasing 
importance and magnitude of the industry can be appre- 
ciated. The growth in output of gas and electricity, if the 
present rate of increase is maintained, will be about 10% 
ahead of last year. 

The most interesting fact in this phenomenal growth of 
public utilities is that the greater part of this movement 
is evolving about the holding company. Outside of ten of 
the largest urban centers, thirty public utility holding com- 
panies probably provide the larger part of the utility serv- 
ice of the country. There were some over 100 central power 
stations at the end of 1927 which provided about 90% of 
the total output but the companies operating these plants 
are practically all subsidiary companies of holding com- 
panies. Even more significant.in the progress of this con- 
centration is the control of nearly 50% of the nation’s 
central power output by seven holding companies. 

This development is probably best reflected in the volume 
of financing. One-third of all corporate financing since 
1920 has been by the public utility industry and each: year 
has experienced a new high-water-mark for the industry. 
The public utility financing accounted for more than 40% 
of all corporate fmancing in 1927. The fmancing: in 1927 
was divided as follows: 

Percentage 

58.30% 

3.97% 

37.23% 


Volume 
Long term bonds $1,209,439,510 
Short term bonds 82,427,800 
Stocks 782,607,178 





$2,074,474,488  100.00% 

The most significant thing in this financing is that 69.5% 
was for new capital, indicating that the expansion of the 
industry is greater than most people outside of the indus- 
try realize. Attention should also be called to the increase 
in the financing through stock issues. Financing through 
this source has increased from approximately $55,000,000 
in 1920 or 14% to over 37% of the total or over $782,000,- 
000 in 1927. The preliminary offering figures for 1928 for 
the first five months amount to $810,000,000 compared to 
$746,000,000 for 1927 for American utilities. Although 
the rate of normal growth must eventually take place, the 
Increase in financing in the past ten years together with 
the new uses and the continued economies in production 
thus inducing larger uses of electric current, would indi- 
tate that the present rate of growth must continue for sev- 
eral years. It further in- 
dicates that the expansion 
of the holding company 
must be effectively func- 
tioning, 

What then is the basis 
of the criticism that we 
hear of this form of or- 
ganization? It would seem 
Worth while to examine (as 
far as a brief allotment of 


for JULY 28, 1998 


1 Ts 





space will allow) one or two of these claims against the 
holding company in that it has been so successful. 


The There are two-fundamental phases of the 
Controlling utility problem-which are distinct yet are 
Forces closely interlocked and both essential to 

the welfare of the industry and the public. 
While the public utility holding company can well be de- 
fined as a form of large scale production, any real defense 
of the holding company must be defended on its being the 
most adaptable form for the control of large scale produc- 
tion in public utilities. 

Though certain adjacent units under one control within 
the same state might frequently be consolidated into a sin- 
gle company, where a holding company controls a number 
of companies in different states it is of advantage to the 
public that the local operating unit be maintained as a 
separate corporate entity. It simplifies both the control 
of services and rates by the state commissions as well as 
any adjustments made necessary to local conditions. There- 
fore, the best method of securing the advantages of large 


_ scale production by the public utility for the public’s inter- 


est is through the holding company. 

Like ail large scale production enterprises the public 
utility holding company must render certain economies 
which in large part must be passed on to the consumer. 
In public utilities these savings will be most pronounced 
in the small and isolated communities where service is 
supplied under a number of handicaps. With these com- 
panies, electric current is produced at high costs, limited 
engineering experience is possessed, capital must be se- 
cured from local sources usually at high costs, supplies 
must be purchased in small amounts consequently at higher 
costs and no large or diversified contracts can be secured 
that reduce the costs of production and distribution. Where 
it is practical to inter-connect this company with a large 
unit conspicuous savings can be procured. But even where 
direct inter-connection is not possible considerable savings 
can be secured where sound supervision is given through 
a holding company. 

For fifty years all forms of industry which have required 
large capital outlays have persistently moved toward larger 
and larger units of operation and control. It is the only 
possible method of organization which can survive where 
large capital expenditures and specialization are required. 
Incidentally, it might be suggested that large scale produc- 
tion more than any other single economic force has made 
possible the high living standard of this country. At times 
this development has been arrested but there has always 
been a reversion to it though the form may have been some- 
what altered. Regardless 
of whether the cause of the 
check to its development 
has resulted from a busi- 
ness depression, political 
agitation, legislation or 
faults in the set-up of the 
industry’s organization it- 
self, the movement has 
been quietly but effectively 
taken up and each time has 
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enlarged the scope of its control and operations. One need 
but superficially examine the requirements of modern urban 
life and of industry and commerce to see that the old small 
unit of production in the utility industry could not now 
meet the demands placed upon it to say nothing of the fu- 
ture. This movement in industry, particularly in public 
utilities, is a matter of national economy. With rare ex- 
eeptions isolated electric utility plants are now an economic 
mistake. Where an independent company continues today 
to operate in the average size community accessible to a 
trunk line system, it is, in most cases at least, the part of 
economy to place the padlock on the doors of its plant. 

The antagonism against large scale production seems 
with some people to have developed almost into a fetish. 
It is, therefore, not surprising to find in these same people 
the existence of a fear of the underlying causes and results 
of these consolidations prevailing against the rapid prog- 
ress in public utility consolidations of the past few years. 
The basic economic principles which are the driving force 
back of this movement are common to all industries and an 
examination of these forces and their effect on industry 
must be made before any approval or condemnation of this 
form of organization is justified. 

Too frequently, the knowledge of a particular abuse in 
one company develops a prejudice which colors the consid- 
eration of other cases and befogs the rezl and basic issues. 
But, again this form of thinking is not peculiar to this 
technical and complicated industry. 

A very hopeful sign, however, in the discussions on the 
public utility holding companies in the past two years is 
the lack of evidence in the evidence presented by the oppo- 
sition against the basic principles upon which this modern 
organization is built. After all is said and done, it is the 
economic soundness of any project that determines whether 
it will continue to live. Unsound opposition may deter its 
development temporarily but this resistance will eventually 
fall from its own unstability. Such opposition, however, 
has been the common experience in the installation of every 
great and fundamental change in commerce and industry 
for the past one hundred and fifty years. 


“Our rates are kept at a higher level and 
the public as a consequence is leached to 


The Public 


Utility Rates support the holding company. It must, 
therefore, be considered an expensive extravagance,” again 
states the opposer. If this claim is true it would in itself 
be a serious indictment against the public utility holding 
company. Again what are the facts in the case? 

The rates charged the public for service are made by the 
operating company and not the holding company. If the 
rates for service in a particular community are too high, 
the state public utility commission is negligent, The hold- 
ing company receives its income:from its stock holdings in 
the operating company and if the return received is too 
high the power to reduce it is in the hands of the utility 
commission. Furthermore, any valuation placed upon the 
properties which are used as the basis for the rates charged 
for service, is again not made by the holding company but 
by the state public utility commission. 

The statement is made by one well known writer that: 
“Under the terrific involution of accounts it may become 
practically impossible to allocate accounts and to determine 
earnings as related to investment. The holding company 
is exposed to the temptation to exploit its own subsidiaries, 
taking its own profit by undue enhancement of the operat- 
ing expenses of the local concern.” The first difficulty 
maintained may exist in any large orerating company. It 
is a problem of the mechan- 
ics of administration which 
any able administration 
should be able to standard- 
ize. The real difficulty 
which this author has not 
mentioned is a fundamental 
one and is one which will 
not be adjusted until the 
United States Supreme 
Court has given us more 


definite rules of interpretation on the solution of the prob. 
lem. We refer to the old problem of valuation. which js 
basic to the rates of service charges. But the solution of 
this problem is in no way dependent upon the holding com. 
pany or affected by it, if properly administered. If a syr. 
charging of the expense accounts is practiced by the hold. 
ing company then either the public utility commission js 
again negligent of its duty or the regulatory laws govern. 
ing operating companies in the state are inadequate. If 
the latter is the case then the legislatures of the state 
should awaken to their obligations to the public. With a 
monopolistic right granted by the public to the public 
utility, fair charges and fair rates are a just compensation, 

A public utility holding company, if it has any excuse 
for its existence, should derive its compensation in effecting 
operating, administration and financial economies. 

There are opposers to the public utility holding compaay 
who claim that all of the added profits accruing because 
of the holding company should revert to the public. Elimi- 
nating any question of equity, is the claim economically 
sound? Outside of the largest urban centers, the isolated 
plant could not have the same supervision of management, 
the elimination of certain duplicate investments, the say- 
ings in securing capital, etc. But, states the opposer: “All 
this is made possible by the fact that the industry is func- 
tioning as a monopoly and the rewards for such service 
do not therefore apply as in a competitive industry.” 
Without these advantages the isolated plant would have 
both larger operating and carrying costs which would have 
to be passed on to the public. The monopolistic rights 
possessed by the average-sized isolated plant can not secure 
these advantages. Furthermore, neither managerial ability 
nor capital will be attracted where fair compensation is not 
awarded. The answer is self-evident. 


Capitalization Rather severe criticism has been made 
Structures in certain quarters as to the unwar- 
ranted complexity and top-heavy capi- 
talization structures found in holding companies. There 
are some such cases as in every industry which are sub- 
ject to this criticism. In the aggregate they are small and 
it would hardly seem warranted to condemn the industry 
as a whole for a few exceptions. Furthermore, much of 
this criticism has not stated all of the facts in the case. 

The criticism made against over-capitalization where it 
may exist can probably be placed in one of the groups of 
fundamental causes. These are not particularly charac- 
teristic of public utilities and will be found in a varying 
degree in the experience of every other industry. Two of 
them are common to a new and developing industry and 
are chiefly due to the fact that there is no experience which 
can be drawn upon for guidance. They are both transitory 
and while a management may countenance them for a pe 
riod, they are, over the long period, equally objectionable 
to the public utility management. The latter knows that 
the confidence of the public cannot be retained under these 
conditions, 

Where an industry has grown as rapidly and so many 
consolidations have taken place as in the public utility 
industry, errors in judgment were to be expected. The 
evidence of such errors, however, have been less than for 
any industry with which we have had to deal. In every 
new industry a certain amount of experience must be ob- 
tained regardless of how able a management may be before 
the factors which determine the equilibrium of an industry 
are fully understood. This period of youth in industry is 
elwa ays a period of experimentation. Time alone is the 

essential in securing the ex 
perience that is the correc 
tive and adjustive force in 
industry to which manage 
ments must give contin 

heed. In light of its lim- 
ited life, one can but mar 
vel at the sweeping strides 
which the industry has 
made. It is not, then, sur 
rrising that even with 
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limited understanding of its technical problems on the part 
of-the public that there is an increasing public confidence 
in this youthful Achilles of modern industry. 

Again where an industry has developed as rapidly as the 
public utility industry has since 1900 it was to be expected 
that a certain amount of over-optimism would.arise on the 
part of’ some promoters. High prices were at times paid 
for the properties though this is more often open to dis- 
pute when it is seen how quickly the new developments 
subsequently have justified the price made. They proved 
not to be over-discounted. There has been in a few cases, 
extremely dishonest juggling in the sale of a public utility 
but this has been the rare exception. These experiences 
were chiefly confined, as is now generally known, to certain 
street railway promotions. This form of promotion, how- 
ever, has not been repeated in the subsequent history of 
public utilities. But what industry in its early develop- 
ment has not had similar experiences? While there are a 
few isolated cases of these early promotions which despite 
receiverships are still encumbered with a rather heavy 
capitalization structure, the greater part of these struc- 
tures were corrected through subsequent receiverships or 
the growth in earnings now fully justify the existing capi- 
talization. While no one can countenance such practices 
or endeavor to establish an alibi for them, is there again 
any justification in condemning the whole case of the hold- 
ing company because of certain errors of judgment or a 
few cases of wilful abuse? 

There has been a more recent type of development in the 
holding company, as represented by a few promotions which 
is subject to considerable criticism. Some of these devel- 
opments are undoubtedly due to overly-optimistic promoters 
but others are sponsored for profit with a disregard of 
public interests. One cannot, however, generalize, for each 
company must be judged on its own merits. The promoters 
of these organizations have gathered together small and 
isolated companies over a widely scattered area. High 
prices have been paid for a number of small properties and 
these companies have been immediately over-capitalized and 
are not in a position to provide for the future requirements 
of the communities served. There has also been the lack 
of candid statement of affairs in the circulars advertising 
these issues for sale. While there is no direct false state- 
ment, they are so worded as to be utterly misleading. It 
was undoubtedly this group at which the Investment 
Bankers aimed in their report of 1926. 

Little defense can be made for these organizations as 
fulfilling a need as a holding company. They are not in 
any way comparable to a holding company like the Ameri- 
can Light & Traction which carefully selected its properties 
and followed conservative practices in management and 
financing or to such a company as the Consolidated Gas 
Company, a company built out of a number of companies 
in and around a great urban center. To place the former 
class of organizations in the latter is again a confusion of 
the issue or an endeavor to capitalize the principle of the 
holding company for personal profits at the sacrifice of 
public interest and no conservative banker approves of 
them. But these organizations are a mere bagatelle both in 
number and investment represented when compared to the 
aggregate industry. 

The propagandist and the politician in the urge of estab- 
lishing their case often overlook a very fundamental. condi- 
tion which may have affected the problem of capitalization. 
A public utility, unlike an industrial enterprise, when it 
must make provision for an immediate increase in service 
must for example in constructing power facilities build in 
advance of its needs for a great many years. This requires 
fixed capital expenditures from which the company will not 
receive the full benefits for 
a number of years, but over 
the long period this is the 
cheapest form of construc- 
tion. In the meantime, this 
additional capital invest- 
ment must be carried and 
if measured only in terms 
of immediate earnings on 
the completion of the proj- 
ect over-capitalization some- 


times can be said to exist. In relieving this situation the 
holding company has played a larger part than is generally 
realized by the public. By bringing together a number of 
properties, the construction costs can be more widely dis. 
tributed and the burden be more quickly absorbed, with a 
corresponding reduction in carrying charges. Without the 
holding company ‘which made this possible, much of the 
construction, outside of a few of the largest urban centers, 
that have made lower costs possible, lower charges to the 
public would have been impossible. As time goes on this 
advantage made possible by the holding company is of jp. 
creasing importance to the public. 

An awkward capitalization set-up which a public utility 
holding company has often been forced to accept in order to 
secure the control of a company or group of companies has 
likewise been criticized often. Conservative management 
would have never created a capital structure of this sort 
and would not have taken over the properties under these 
conditions unless they were forced to do so. 

Even in the most conservatively developed public utility 
consolidations, it has been necessary to take over operating 
companies and holding companies and allow their capital. 
ization structures to continue as they were for a number 
of years. In many cases, these companies possessed fran- 
chises which it was not desirable to disturb at the time of 
the change in control but more often the outstanding bonds 
could not be retired until maturity. Fortunately, the 
broader view that now is being taken concerning franchises 
will make adjustments in this respect much simpler in the 
future. With the rapid development that has taken place 
especially in two different periods since 1900, the combined 
capitalization of the holding company and its subsidiaries 
has not unfrequently been somewhat awkward. Public 
utility managements, however, realize better than any one 
else the disadvantage of continuing such a condition longer 
than is essential. It is too costly a burden for the manage- 
ment to want to continue for their own advantage. 

The stronger public utilities which have not already cor- 
rected this situation are now in the process of simplifying 
their capitalization structures. These adjustments could 
not have come at a more opportune time. Over the past four 
years a great many millions of the issues described have 
been retired. With increasing earnings and the decreasing 
cost of money, public utilities are not only able to simplify 
and strengthen their capitalization structures but are reduc- 
ing their high coupon rate bonds. 


There has been increasing agita- 
tion in certain quarters for 
federal legislation on public 
utility holding companies. The advocates for this legisla- 
tion express the fear that unless some form of federal con- 
trol is exercised over the holding company that the holding 
company will defeat the protection which the public now 
has under the existing state laws. With the economic con- 
sequences which may grow out of such far-reaching legis!a- 
tion there is need for the public to proceed with a good 
deal of caution before it lends its support in demanding 
such legislation. In considering any legislation which en- 
deavors to regulate the economics of an industry, it is 
obvious that a sufficient understanding must he had of the 
fundamentals controlling the industry or jt may prove 2 
boomerang. In brief this means that unless regulatory 
measures work in unison with the sound economies con- 
trolling the industry they neither protect the public nor are 
equitable to the industry. 

The second fundamental question which arises in the con- 
sideration of holding com- 
pany legislation is whether 
utility legislation is and 
should be subject to the 
federal or state govern- 
ments. Certain state regu- 
latory measures already 
exist and the question must 
necessarily first be raisel a8 
to whether the existing 
(Please turn to page 600) 
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The Gas Industry Turned 


Salesman 


By CHESTER J. EATON 


Vice-President, Middle West Utilities Company 


awakening to the consciousness of its latent strength 
and of its tremendous possibility for expansion. 
Manufacture and engineering have been stressed 
in the development of the gas business in the past. Effi- 
ciency and economy of internal operation have been the 
foremost consideration of gas men for years. Now, the 
industry has reached a stage of manufacturing development 
where stagnation would threaten unless increased consump- 
tion by new merchandising methods were to give outlet for 
its highly developed internal growth. The consumption of 
gas must be extended in order to justify further expansion 
of manufacturing facilities, and to challenge engineering 
invention to find new processes for making and using the 
fuel. 


Ts gas industry, for so long a sleeping giant, is 


Increased The solution to this problem of ingrowth 
Importance of 4s —— nm — apy ent 3 — 

tance of merchan ising in the industry 
Merchandising The industry has in the past been 
accused of over-conservatism, of lack of vision, and of an 
inability to grasp new opportunities. It is apparent, how- 
ever, that the farseeing among the leaders are fully aware 
of the fact that the industry is on the threshold of a new 
era, and that they realize that policies and methods must 
be shaped to meet this situation. As a consequence, the 
past several years have witnessed a marked merchandise 
movement among utilities supplying gas. This trend is 
manifest in the increasing gas consumption in nearly every 
phase of activity. for which fuel is needed. Gas has found 
its way into factories, homes, hotels, and other establish- 
ments in a number of comparatively new forms. 

In the domestic fields, cooking will, of course, continue as 
the basis of the gas demand. Rapidly, however, new uses 
are being added to gas consumption in homes. House heat- 
ing is, perhaps, the most outstanding of these. Great 
opportunities also dwell in the possibilities of gas consump- 
tion in water-heating, refrigeration, laundering and incinera- 
tion. Furnace tending is one household task that has. not 
yet been thoroughly conquered, but the gas-heated house is 
offering a welcome solution of this problem. 

And in industry the gas consumption possibilities are 
almost inexhaustible. Enameling, burning brick, annealing, 
forging, metal cleaning and drying, die casting and in- 
numerable other processes are increasing the use of gas 
among large industries. 

Among industrial and commercial uses the bakery is per- 
haps the most familiar. There is also a fertile field of 
development in glassware and pottery industries. Laun- 
dries use gas profitably. Hotels are likely prospects. The 
newspaper linotype machine is a possibility which is small 
but worthy of development. The manufacture of machinery 
bulks large in possibilities of gas consumption as, in- 
deed, do. any industrial 
processes requiring heat. 


Feeding A nother 
Small source 


Communities of & great 
develop- 


ment is the present trend 


toward gas service for small communities. The con- 
struction of high pressure gas mains capable of serving a 
number of small towns and fed from a central gas manu- 
facturing plant is bringing this service to small communi- 
ties which could not have supported gas plants alone. This 
same development is also making gas cheaper in many small 
communities which already had gas service, by broadening 
the market of a single gas plant. This taps a field which 
contains tremendous possibilities of development and in 
which saturation is very distant. 

Gas companies have been wisely looking to their own 
organizations for the raw materials for their merchandis- 
ing department personnel. Many companies which have 
been actively merchandising for some time have found that 
the problem is solving itself in that the merchandising 
department is developing capable men with combined utility 
and merchandising experience. This dual background is 
necessary for the ideal gas merchant. 

Men of this type are informing themselves thoroughly on 
the possible applications of gas to industrial and domestic 
uses. They are equipping themselves with a full knowl- 
edge of the advantages their product has to offer, and 
armed with this confidence are persuading the prospect to 
adopt gas in these operations. 

The gas merchant is familiarizing himself with the un- 
disputed advantages of gas, and impressing them clearly 
upon the mind of the consumer. He is pointing out to in- 
dustry the conspicuous advantage of saving fuel storage 
space and labor which is now used in handling other forms 
of fuel. He is emphasizing the advantages of eliminating 
smoke, soot and odors. He is stressing its convenient avail- 
ability and immediate delivery, its quicker heating qualities, 
its more perfect regulation, its wholesome effects on labor 
efficiency, and its simplicity of control, the uninterrupted 
supply and uniform quality and absence of price fluctuations. 

The gas industry has much to learn from that most suc- 
cessful of modern merchandisers, the chain store. Group 
operation of utilities involving numerous retail stores pre- 
sents problems very similar to those of the chain store 
organization. While the utility salesman must. keep cer- 
tain company policies always in mind, it is nevertheless 
true that methods which have proven so successful in the 
case of the chain stores can certainly be applied, perhaps 
with modifications and exceptions, to the business of mer- 
chandising gas. 


The head of a very successful chain 
store company recently gave the 
following five factors as being essen- 
tial to the success of every store whether it be a unit of a 
chain or a single, independent store: 

1. Scientific training of managers and other personnel. 
Intelligent buying. 

Frequent turnover. 
Suitable location. 
Adjustment to its 
markets; finding and 
serving the public 
needs. 

Personnel training takes 
first place as a contributor 
to a store’s success. The sec- 
(Please turn to page 629) 


Five Important 
Factors 
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Public Service Corporation 


of New Jersey 


Controlling Through Stock Ownership 


Public Service Electric and Gas Company 
Public Service Coordinated Transport 


NATURE AND EXTENT OF OPERATIONS 


oa operating subsidiaries of the Corporation supply electric, gas, and 
local transportation service—by street car, motor bus and ferry—in a 
territory stretching across New Jersey from the Hudson to the Delaware 
that has a population of approximately 3,000,000, or five out of every six of 
the state’s people and carries on ninety per cent. of the state’s manufacture. 


BUSINESS 
For the year ending May 31, 1928. 

Sales of electric current amounted to 1,283,952,114 kilowatt hours 

This was an increase of 113,628,526 kilowatt hours over 

the amount sold for the year ending May 31, 1927. 
Sales of gas amounted to 23,102,879,537 cubic feet 

This was an increase of 1,200,493,750 cubic feet over 

the amount sold for the year ending May 31, 1927. 
Passengers carried on cars and motor buses totalled 636,329 207 


This was an increase of 24,362,817 passengers over the 
number carried for the year ending May 31, 1927. 








REVENUE 
For the year ending May 31, 1928 
Operating revenues of subsidiary companies amounted to... .$119,220,663 


This was an increase of $9,508,034 over the operating 
revenues for the year ending May 31, 1927. 


BALANCE AVAILABLE FOR DIVIDENDS 
For the year ending May 31, 1928. 


Balance available for dividends was $16,867,105 
Thus was an increase of $4,257,239 over the balance 
available for dividends for the year ending May 31, 1927 


The annual report of Public Service Corporation 
of New Jersey is now ready for distribution. 


A copy will be mailed to you on request 








PUBLIC SERVICE CORPORATION 
OF NEW JERSEY 


Newark, New Jersey 
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Scientific Rate Making with Special 
Reference to the Rate of Return 
Allowed on the Properties 


By JOHN BAUER 


HAT is scientifically the sound basis of public 
utility rate-making? What elements or factors 
should be included in the rates to be paid by the 
consumers? How should the quantity of each fac- 

tor be determined? 

These are questions of fundamental policy that affect 
more individuals, as well as larger and more diversified 
financial interests, than any other economic problem before 
the country today. They are not questions which can be 
intelligently discussed by the ordinary man of the street. 
They require expert knowledge of wide range and clear 
grasp of public policy and future business requirements. 


Three Groups As to the industries directly affected, 
Affected these questions apply particularly to 
the railroads, to. electric light and 
power properties, gas plants, street railways, buses, water- 
works, telegraphs and telephones. As to groups of in- 
dividuals, they concern first of all the conswmers of these 
industries, and thus include practically everybody. Second, 
they affect, as a separate group, the management of the 
properties—officers, technicians and all employees. And, 
third, they reach the investors in the securities issued to 
furnish the capital necessary for the public service. 

These three groups usually appear as mutually. an- 
tagonistic in rate cases; especially the consumers are placed 
in conflict with the management and the investors. This 
divergence..of interest, however, is due entirely to the fact 
that rates are fixed, mostly, not as a matter of policy, but 
rather from the standpoint of immediate considerations. 
At any point of time, there might be conflict of interest 
all around. At long range, however, the interests of all 
groups are identical; all require square dealing; all are 
best served by sound, fundamental policy rather than by 
temporary expediency. 


The questions of practical rate-making 
presented above must thus be answered 
from the standpoint of ultimate policy. Let 
us consider briefly the questions raised, and then elaborate 
somewhat upon one special point which hardly ever receives 
the consideration it deserves. 

First of all, a scientifie system of nstouttiee must 
, establish definite principles and policies; must define pre- 
cisely the rights and obligations of the parties concerned; 
and must provide working machinery by which necessary 
facts are constantly supplied and by which rate-making can 
be readily administered. 


Long Run 
Policy 


the property used in the public service. As to the proper 
inclusion of these items, there is no dispute. 

Third, as to quantity to be fixed for each of the elements, 
we have the question which involves practically all the 
difficulties of regulation, and which must be answered prop- 
erly if-regulation is not to be swept aside and superseded 
by wholesale public ownership and operation. This applies, 
however, only to the third element. Operating expenses 
and taxes have been provided for upon a satisfactory basis. 
They have. been. based. definitely upon cost, and have been 
effectively administered through the accounts of the com- 
panies. 


The dissatisfaction with existing 
rate-making is due principally to 
the third element: the return on 
the property. This is an undefined 
and fluctuating quantity, with no precise measurement of 
the fluctuation. It is supposed to be based upon the “fair 
value” of the property; but the amount of the “fair value” 
is not a sum fixed either as to principle or as to facts; nor 
is the rate of return a fixed percentage. The “fair value” 
and the rate to be applied, are both undefined and variable, 
so the ultimate amount of the return dependent upon both 
factors is uncertain and variable. The problem of establish- 
ing scientific rate-making thus consists primarily of making 
definite and administerable both the “fair value” and the 
rate of return. 

The great bulk of the rate litigation and confusion have 
centered around the determination of “fair value.” There 
has been endless argument as to principles and controversy 
as to facts. But there has been comparatively little concern 
with the fixing of the rate of return. Both items are of 
equal importance; while the one has been the occasion of 
incessant dispute, the other has been treated somewhat 
casually. 

This is rather a curious inconsistency in rate-making 
psychology. A difference of 15% in valuation is fought at 
every conceivable point, and the battle rages along the 
entire line of principles and facts. But whether six or 
seven per cent is a fair rate of return—a difference of 
about 15%—is determined quite incidentally, with little ra- 
gard to fundamentals or concrete proof of facts. Yet, the 
two variations have exactly the same influence upon the in- 
terested groups. 

As to valuation, the major question has been, whether 
or to what extent “fair value” consists of the actual cost 
or reproduction cost of the properties used for service; but 
no less controversial has been the secondary question as to 
the amount to be fixed, the 


Undefined and 
Fluctuating 
Quantities 





There can hardly be any 
difference of opinion as to 
the soundness of these 
standards. 

Second, as to the ele- 
ments or factors to be in- 
cluded in the rates—they 
necessarily consist of: (1) 
operating expenses, (2) 
taxes, and (8) return on 


actual cost or reproduction 


HIS admittedly controversial subject is well cost, or for depreciation. In 
worth bringing to the attention of those in- 
terested in public utility developments. What does extended analysis, that in- 
the industry think of the stand taken by the author? 
We should be pleased to publish carefully thought 


out answers to the argument presented. 


regard to primary princi- 
ple, we may state, without 


telligent and impartial 
opinion has been tending 
toward the view that the 
amount of “fair value” 
should be determined by 
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I; 


Silenced! 


b  Gonnnvaneeti America’s sky 
scrapers stormed into the air to 
the deafening clatter of the riveting 


hammer. 


To-morrow, this ear-splitting racket 
will be silenced. Silently, swiftly, 
easily, and at a considerable saving 
in cost, our great new structures 
will arise—welded by electricity. 


Electric welding! An electric arc, 
guided by expert hands, knits metal 
together with joints as strong as 
the metal itself. Already itis written 
in the book of progress that con- 
struction’s drums shall be silenced. 


General Electric, which makes complete equipment for electric arc welding, makes also 

the huge electric ovens that bake a city’s bread, as well as the household appliances and 

MAZDA Lamps with which daily use has made you familiar. The G-E monogram on all 
these products assures you that they are electrically correct and dependable. 


GENERAL ELECTRIC 
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the cost of the properties, less depreciation, with recogni- 
tion, however, that reasonable adjustments should be 
made in the interest of fair dealing as to existing proper- 
ties. For every property, a definite amount should be fixed 
as an initial valuation, with reasonable regard for all the 
facts; the amount should then be kept unchanged; there- 
after only actual additional investments should be added; 
and the entire property should be regularly maintained 
through adequate provisions for upkeep and depreciation. 

The analysis supporting such an investment basis of valu- 
ation is twofold. First, the amount would be definite; it 
would be shown constantly by the accounts. It would set 
forth exactly the rights of the investors and the public, 
and could thus be readily and promptly used for all rate 
adjustments, without dispute and litigation. It would be 
capable of exact and convenient administration. 

In the second place, this basis would furnish constant. 
financial stability both against rising and falling prices, -as 
well as against all changes in operating conditions. This 
consideration is of controlling importance, particularly be- 
eause a large proportion—on the average about 75%—of 
the actual cash investment in utility properties is made 
through bonds and other fixed-return securities, and only 
25% in common stock, capable of getting a variable return. 
In adopting a long-run basis of valuation, the typical finan- 
cial structure of public utility companies must be con- 
sidered in conjunction with ‘the constant fluctuation of 
prices upward and downward. 


Suppose that reproduction cost less de- 
Cost preciation were taken definitely as the 
Unstable basis of “fair value,” and assume also 

that wide fluctuations in prices take 
Then, in any given case, with 75% of the actual 


Reproduction 


place. 


investment made through bonds, imposing fixed charges 
upon the properties, the amount of the net value which, on 
the reproduction cost basis, would stand as the common 
stock equity or basis of return, would increase or decrease 


four times as fast as the rise or fall in prices. During 
rising prices this would bring wholly unwarranted profits 
to the common stockholders, but during falling prices would 
impair the financial stability of the companies, and would 
ultimately produce insolvency. 

With unstable prices and with the fixed financial struc- 
ture of the companies, reproduction cost less depreciation 
would thus be financially unsound, and would be extremely 
difficult of administration. Upon both administrative and 
financial grounds, actual cost less depreciation—the actual 
investment—is undoubtedly the sound and proper basis of 
valuation as a long run proposition, provided that fair ad- 
justments are made for initial valuations to resolve rea- 
sonably the uncertainties as to existing properties. This 
would assure the investors both in bonds and common stocks 
the actual returns that they expected, and would thus 
readily attract all the new capital.needed for improvements 
and extensions. 

This is the only basis of valuation which at all times would 
furnish a definite sum; could be readily applied; would be 
fair to the consumers and investors; would establish cer- 
tainty, and would assure full financial stability. This alone 
would furnish the definiteness and certainty of return re- 
quired to make public utility securities first-class invest- 
ments. It would remove all speculative features, and, 
especially, would eliminate the grave “regulatory” risks 
now attached to public utility bonds as well as common 
stock. 

These requirements for scientific regulation have been 
considered and are widely 
understood among econo- 
mists, so far as basic “fair 
value” is concerned. But 
they have not been equally 
regarded from the stand- 
point of the rate of return. 
The same logic, however, 
which is concerned with ad- 
ministrative standards and 
financial soundness as to 
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valuation, extends also to the rate of return. Equally 
definite measurement is necessary to define the rights of 
the investors and the public, and to effect readiness of 
application to rate-making. Likewise, equal stability js 
needed; variation upward or downward has the same cumu- 
lative effect upon financial stability as fluctuation in the 
basic “fair value.” 

What, therefore, is the scientific rate of return? As aq 
long run proposition, it is the rate that investors actually 
demand and get from time to time as they contribute capita] 
to the utilities. This is as definite a fact as the amount of 
the investment itself; it can be exactly shown in the accounts 
and can be assured through definite rate-making machinery, 
It provides for satisfactory administration and for finan- 
cial soundness. 

But what would be the effect of an indefinite rate of 
return,—one which varies with changing conditions and 
applies to the entire property notwithstanding lower or 
higher actual rates assumed by a company in the issuance 
of its securities? It is an economic fact that high interest 
rates generally go with rising prices, and that low interest 
rates go with falling prices (not, however, necessarily 
high rates with high prices or low rates with low prices), 
Suppose, then, investments are made at low prices, also 
at low interest rates on bonds issued for 75% of the total 
investment. Then assume that prices rise 25%, and, at 
the peak, that the interest rate is also 25% higher. Upon 
the reproduction cost basis of “fair value” and the current 
rate of interest, there would be a 50% increase in money 
return on the whole investment, and an eight-fold increase 
as applied to the common stock (since the bonds would be 
limited to the interest fixed in the contract). If, however, 
the course is reversed, a 25% fall in prices as well as in the 
interest rate, it would not only completely wipe out the 
return on the stock, but would leave the company in hope- 
less insolvency. 


Variable Rate There are, thus, two variable factors 
of Return operating simultaneously. Sometimes 
Unsound they work cumulatively; sometimes in 

opposite directions ; sometimes one and 
not the other. The effect of either variable is four-fold 
cumulative upon the common stock, and thus inevitably 
influences the standing of all the securities,—bonds as well 
as common stock. These consequences cannot be avoided 
if “fair” value were to be consistently and regularly based 
upon reproduction cost less depreciation and if the rate of 
return were to be determined at each point according to 
the then existing market conditions. In actual regulation, 
however, there has been no definite adoption of policy, nor 
any regular and consistent application of policy to facts. 
The very difficulty of determining from time to time the 
facts’as to: reproduction cost and as to the prevailing raté 
of return, would naturally ‘prevent regular and consistent 
application of such principles. 

Because of the difficulty of determining the facts, the 
tendency in any case would be, when valuation or rate 
of return has been fixed, to keep to the high figures. Con- 
versely, when a low valuation or low rate of return has 
been established, to keep to the low level. Adjustments 
upward or downward would be difficult to make, and 
would be resisted by the group adversely affected. Dur- 
ing an upward movement, the public would resist all 
afforts at rate adjustments, while during a downward course 
the company would furnish the resistance. In either diret- 
tion, the commission would stand between the two oppos 
ing groups and would hardly undertake any adjustments, 
even though needed, unless 
forced to act by one side or 
the other. 

For example, during the 
period of 1919 to 1923, ap- 
proximately, the general 
market rates of interest 
were high and the rate of 
FF return then recognized for 
pond _) Ras 5 rate-making was commonly 
placed at 8%. This rate has 
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been held to strenuously by the com- 
panies, and is now urged by some of the 
regulatory bodies, notwithstanding the 
fact that the rates have since fallen 
greatly and have stood during the past 
year at about the lowest point since 
1900. Naturally, the public demands a 
reduction, and companies argue for a 
constitutional right of 8%. 

From a long-term standpoint it is in- 
conceivable that a high rate of return 
established during one period will stand 
against low market rates of another 
period, or that high property costs of 
one period will stand against lower 
reproduction costs of a later time, un- 
less the fundamental policies and 
methods have been definitely fixed and 
are regularly provided for through ad- 
minstrative machinery consistently em- 
ployed in rate-making. 

Both “fair value” and the rate of 
return must be considered from a long- 
term standpoint. If they are not thus 
adopted into fixed policy and effective 
machinery of rate making, then we 
shall flounder along with present in- 
definite and cumbersome policies and 
methods, practically destroy rate regu- 
lation, and subject the entire industry, 
all the investors and the vast consum- 
ing public, to the financial instability 
and the disorganization that inevitably 
follows such an unscientific method of 
handling fundamental public policy. 


Fixed Return That we are not 
Securities talking abstractions, 


but are dealing with 
huge and paramount realities, may be 
shown by a brief summary of railroad 
and public utilities financing during 
the period of 1923 to 1927. The rail- 
road issues for this period were as 
follows :* 
Amount Percent 
$2,739,800,000 89 
117,630,000 4 
217,290,000 7 


Preferred stock. 
Common stock. . 


$3,074,720,000 100 


The public utility issues were: 
Amount Percent 
$6,362,091,000 70 
Preferred stock. 1,557,990,000 17 
Common stock.. 1,124,774,000 18 


. Total 


Total $9,044,855,000 100 


ieee as tame i 
For the railroads, the bonds and 
Preferred stock amount to 93% of the 
total issues. For the public utilities, 
they are 87%. These ratios are ma- 
terially in excess of the percentage used 
above, They show the tremendous sig- 
nificance of the fixed return securities, 
both in relation to the “fair value” and 
the rate of return, as affecting the 
tates to be paid by the consumers, the 
financial stability of the industries, and 
the returns realized by the security 
owners, 
; The Period has been one of -generally 
Ow Interest rates. For the bonds the 
has seen near 5%, on preferred 
Ock 6%, with, of course, variation as 
(Please turn to page 626) 
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FIVE YEARS OF 
PROGRESS 


FIVE YEARS AGO—in June, 1923—a public utility 
investment company began to acquire properties in 
northern Indiana. Small properties were merged. A 
program of expansion and improvement of service 
facilities was carried on, thus assuring more adequate 
and reliable service to the public. Electric trans- 
mission lines were built interconnecting isolated com- 
munities which had previously been served by un- 
related companies. Gas pipe lines were laid extending 
gas service into virgin territory. At the same time an 
aggressive campaign for new business was launched. 


Today the operating subsidiaries of the Midland 
Utilities Company furnish electric power and light, 
gas and transportation service in 232 communities 
located chiefly in northern Indiana and western 
Ohio with an aggregate population of more than 
1,000,000 people. 


The following table shows how the gross revenue of 
the operating subsidiaries in the Midland group have 
increased during this five-year period as a result of 
the acquisition of properties and the development of 
new business: 


Percent of Increase 
Over Previous Year 


Gross Revenue 
$10,836,276.53 
12,172,799.93 
18,188,498.51 
19,886,734.38 


23,636,943.17 


Year 

1923 
1924 
1925 
1926 
1927 


Part of the territory served by operating subsidiaries 
of the Midland Utilities Company is a rapidly grow- 
ing industrial district. Larger consumption and greater 
diversity of use of electric power and gas by industries 
in the territory served have exerted a healthy and 
stabilizing influence on earnings of the subsidiaries 
which has in turn been reflected in the earnings of the 
Midland Utilities Company. 


The Prior Lien and Preferred stocks of 
the Midland Utilities Company are 
listed un the Chicago Stock Exchange. 


Midland Utilities Company 


Peoples Gas Building, 122 South Michigan Avenue 
CHICAGO 


On January 1, 1928, 47,946 investors 
owned securities of the Midland Utili- 
ties Company and subsidiaries. 























Supplementary Factors in 
Utility Revenue 


Appliance Sales, Bus Transportation and Profitable Disposal 
of By-Products of Increasing Importance to Many Companies 


By WARREN BEECHER 


centers in mergers, in new financing and tremendous 

production and transmission of power, other factors, 

although they may have increasing bearing on actual 
revenue, too often receive scant notice. This article pur- 
ports to treat briefly some of the more interesting of these 
activities, which, while totally unrelated in themselves, are 
important in the aggregate and merit the thoughtful con- 
sideration of those interested in utility securities. 


[: these days when greatest interest in public utilities 


Electric and Gas Appliances 


One evening some forty-five years ago 

a group of directors and gas company 

officials were entertained at dinner by 

Mr. Charles G. Francklyn, of the old 

New York Gas Light Company. The 

guests had been given no intimation 

that there were any unusual features 

connected with the meal until its conclu- 

sion, when they were invited to inspect 

the new gas stove, on which it had been prepared and which 

had, incidentally, been built for Mr. Francklyn at a cost of 

$280. As surprise gave way to the realization of the po- 

tentialties of gas cooking, one official remarked: “Why the 
Gas Company ought to give-these stoves away!” 

Here was born the idea of the appliance business as a 

direct concern of the utility company. Here was the early 


appreciation of the important part that domestic appliances 
were destined to play in stimulating the consumption of 
gas and, a few years later, of electricity. Today electric 
and gas companies are themselves aggressive marketers of 
all varieties of efficient and accredited devices for both 
home use or industrial application. For, of course, it is for 
the best interest of the utilities from the viewpoint of safety 
and general satisfaction with their service, to sustain, and 
even set, the high standard of the trade at large by selling 
only the best types of appliance merchandise. 

Of course, from an economic standpoint appliances can- 
not be given away, or even distributed at cost; but in many 
cases the utility company can, and does, act as a dealer in 
appliances; and by selling within accepted price ranges 
offers no more than normal competition to the balance of the 
trade. At the same time, it is possible to secure sufficient profit 
over cost, warehousing and selling expense, even when time 
payment credit is offered the purchaser, to net a modest 
profit. This income, however, is not the important thing. 
From the standpoint of the electric or gas company all 
appliances sold, whether through its own agency or through 
independent merchants or dealers, represent increasing con- 
sumption of gas or electricity. 

It is a matter of record in numerous communities that 
appliances account for more than 50% of all electricity 
consumed in domestic channels; while in the gas field the 
use of gas stoves and heating devices is of course responsi- 
ble for a still greater proportion. Obviously it is the use 


Appliance and Merchandise Sales for 1926 and 1927 
(Compiled by Electrcal Merchandising) 
Nore: These figures were compiled by Electrical Merchandising from sales records of associations and manufacturers and from esti- 


mates made by association executives and leading manufacturers. 
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Number 


Appliance and Merchandise 


Cookers (660 watts and under) 


Fans 

Fixtures, residential 
Flashlights and renewal batt’s .... 
Floor polishers 

Heating pads, etc. 

Hot plates, grills and table stoves. 
Ironing machines 

Irons 

Lamps, incandescent 
Lighting units, commercial 
Percolators 

Portable lamps and shades 
Plugs, pural 

Radiators and heaters 
Ranges (except wall outlet) 
Ranges, wall outlet 
Refrigerators, domestic 
Sewing machines 

Toasters 

Vibrators 

Violet ray outfits 

Waffle irons 





1926—__—___—___, . 
Retail Retail 
Value Value 

$65,000,000 
2,250,000 
1,750,000 
1,040,000 
15,250,000 
78,000,000 
40,000,000 
5,400,000 
1,840,000 
1,860,000 
8,835,000 
16,000,000 
170,000,000 
24,000,000 
6,000,000 
80,000,000 
1,200,000 
2,688,000 
16,500,000 


118,500,000 
an, ie 


$744,104,500 


124,000,000 
$763,088,000 
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rather than the sale of equipment which is of the greater 
moment, and the more uses which can be found for domes- 
tic appliances and industrial apparatus the better balanced 
will be the daily load. For example, the power companies 
are actively interested in household application of gas. or 
electric refrigeration as representing a demand for energy 
at precisely the periods, as in the summer season, when 
the requirements for heating and lighting are at low ebb. 
In the same way the gas water heater sustains consump- 
tion between the hours when meals are in preparation. 


An Unexploited Field 


The most encouraging feature in the whole subject of 
appliances lies in the fact that so much of the field remains 
to be exploited. Gas stoves are now selling at the rate of 
two million per annum and water and room heaters com- 
bined at almost as much. Still in cities of over 100,000, 
21% of the homes do not yet use gas for cooking, while 
in the smaller communities of 5,000-10,000, 52% still de- 
pend on coal or wood. In the electrical field even such com- 
mon devices as fans, toasters, washing machines and vacu- 
um cleaners have cevered less than 25% of their potential 
markets, while refrigerators, despite a sale of 365,000 units 
last year, have scarcely scratched the surface of their 
possibilities. 


Manufactured Gas By-Products 


The manufactured gas industry has 
no such lucrative by-product as gaso- 
line, nevertheless such materials as sul- 
phate of ammonia, which is largely used 
for fertilizer; naphthalene for moth pre- 
vention and the manufacture of other 
chemical compounds; coke for fuel and 
coal tar, whose derivatives are as nu- 
merous as the scriptural sands of the 
sea, are all products of large economic importance. It is 
true that most gas companies do not care to go outside 
their province as public utilities, or to make the capital 
investment ne@essary, to refine these products into their 
many possible constituents as was common practice during 
the war period. Today the tendency is to sell the by-prod- 
uct in the crude state leaving it to the chemical company 
to finish the job. Of course this is not true of coke, and 
several of the gas companies are making vigorous efforts 
to stimulate both the industrial and the domestic demand 
for this material. Despite its bulk, the movement gaining 
in so many communities to eliminate the smoke nuisance 
seems destined to afford continually broadening markets 
for this smokeless fuel. 

Competition of Chilean nitrates and the growing trend 
toward the production of nitrogen products from the air 
has materially hampered the market for ammonium sul- 
phate which the gas plants turn out, nevertheless the 
thousands of tons of this material annually produced, like 
the vast quantities of gas tar, in the aggregate are by no 
means an insignificant item in gas company revenue. 





Utility By-Products 


Ninety-two per cent of all natural gas produced last 
year was treated for the recovery of natural gas gasoline, 
which constitutes the most valuable by-product of the gas 
industry. 

A large proportion of natural gas leaves the wells in a 
“wet” state. That is, it contains varying percentages of 
volatile gasoline vapors 
which can be “stripped” 
from it by adsorption and 
condensation, leaving the 
gas in suitable condition 
for pipe line transmission 
and providing, in the natu- 
tal gas gasoline, a valuable 
motor fuel. The high com- ‘, eo 
bustibility of this gasoline , lOve 
makes it particularly ap- 
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plicable to airplane motors with but slight modification, and 
by blending with lower grade gasoline derived from petro- 
leum, a highly satisfactory motor ear fuel is produced. This 
latter use promises to grow stiil broader as the trend to- 
ward successively lower grade petroleum fractions for mo- 
tor fuel make increasingly necessary the admixture of 
larger and larger proportions of an enriching material. In 
addition to this use, natural gas gasoline is being com- 
pressed into cylinders and sold for domestic heating and 
lighting in remote communities not yet served by gas. 

While natural gas gasoline is more or less subject to 
the price fluctuations of the petroleum markets, and hence 
has suffered somewhat from the low prices obtaining dur- 
ing the past year, it nevertheless constitutes an appreciable 
portion of the revenue of many natural gas companies. 
From 350 to 1,000 gallons are recovered per million feet 
of gas treated, or, in other words, from the 1,206 billion 
cubic feet of natural gas treated in 1927, there were re- 
covered 1,363 million gallons of gasoline. At an average 
value of ten cents a gallon, this brought in a revenue of 
136 million dollars, nearly half as much as the total reve- 
nue derived from the sale of natural gas itself in the same 
period. 


Motor Bus Transportation 


Public demand for rapid, direct and 
frequent transportation service has given 
rise to the tremendous popularity of mo- 
tor bus lines. The network of their 
many routes covers nearly every popu- 
lated section of the country. 

Just as the railroads met the bus com- 
petition with their short haul business 
by going into the bus business them- 
selves, so the utilities are by similar means meeting the 
encroachment on their traction business. Of the total of 
30,000 buses serving as common carriers in the country, 
electric railways operate 8,500, with every indication of 
further expansion. 

Although no actual figures are available as to the exact 
revenue derived from utility bus operations, it is possible 
to make an approximation from the gross revenue from 
all buses in the country, common carriers and others, which 
last year was 312.5 million dollars, and which would mean 
about 40 million bus revenue to utilities operating them. 
While this figure may not appear large in relation to total 
utility revenue, it is an item susceptible to large and rapid 
growth as demands for tltis form of transportation in- 
crease. 

When it is considered that during the past year motor 
buses carried a total of 266 million passengers, gaining 
33% over the previous year, the effect on the trolley lines 
in loss of fares alone is obvious. Yet the influence on the 
tractions has not been wholly adverse. Bus competition 
has brought about notable economies and improvements in 
traction operation such as one man cars, improved service 
and riding comfort through better cars and roadbed. As a 
consequence trackage abandonment, while large, is prob- 
ably less than is commonly realized, and is no doubt as 
much due to the growing use of the automobile as to bus 
competition. Taking the difference between total mileage 
on -which service was discontinued last year and the new 
lines added, it amounted to about 600 miles in 1927. 

Utility companies, however, are coming to think of them- 
selves more as in the transportation business rather than 
making a close distinction between trolley Operation and 
bus service. Apparently the trend is toward “a-corelation 
or coordination of the two services where they operate in 
common territory. Where 
the bus is not used as sup- 
plementary to traction 
service, it adequately ful- 
fills the function of an in- 
dependent transportation 
system. In either capacity 
its economy of operation, 
flexibility ahd popular 
favor destine it for increas- 
ingly wider fields of utility. 
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Fastest-Growing 
Community 
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every year. 


Glass Plants 


Steel and Pipe Mfrs. 


Paper Products 


Furniture Factories 


Clay Products 


HEN the Southern California Edison Company was 
organized, there were only 500,000 people in its terri- 
tory; now there are 2,900,000, in a region as large as seven 
New England states, and 200,000 more people are coming 


The company’s product, electric energy, is distributed in 
ten counties over an area of 55,000 square miles, serving indus- 
trial, domestic, electric railway and agricultural consumers. 

Some of the more important industries served include: 


Rubber Factories 
Meat Packing Plants 
Oil Well Equipment 


Oil Fields 

Oil Refineries 

Motion Picture Studios 
Cement Mills 

Steel Furnaces 

Rolling Mills 

Iron Foundries 


In this territory the use of electric energy has developed to 
such extensive and diversified proportions that a large and 
constant market is available for this company’s product. Re- 
cent surveys indicate that this market can readily be developed 
to a still greater degree. 

Ownership in this organization is vested in more than 
118,000 stockholders, more than 90 per cent of whom live in 
the territory served. More than 95 per cent of the employes 
of the company are stockholders. 


Southern California Edison Company 


hose it Serves 











SOME CRITICISMS OFFERED BY 
THE OPPONENTS OF THE 
PUBLIC UTILITY HOLD- 
ING COMPANY 
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legislation is adequate. The answer to 
the latter question will to a large 
measure determine the question as to 
the advantage or disadvantage of fed- 
eral legislation. 

The advocates of federal legislation 
maintain that the present state regula- 
tion does not have sufficient jurisdic- 
tion over electric power sold across 
state lines. Such legislation, it is fur- 
ther maintained, does not cover the 
regulation ef public utility holding 
companies. 

If this argument is sound, it must be 
assumed that the commissions have no 
power to protect the public against 
over-charges of distributing or operat- 
ing companies within the state. In 
certain states, as in New York State 
(and there is no reason why all states 
might not have similar control), if it 
can be shown tha: more is being paid 
for power generated in another state 
and transmitted across the state than 
would have to be paid for this power 
elsewhere and delivered to the same 
market, the state Commission would 
have the right to stop the purchase of 


this power. Where fees for financing 
and operating supervision, etc., are 
paid by the subsidiary to the holding 
company they are either capital or 
operating expenditures made by the op- 
erating company and would also come 
under the jurisdiction of the state 
Commission which may accept or dis- 
allow as is considered equitable to the 
company and fair to the public. If 
this, then, be true, it would seem to 
cover the protection demanded by the 
advocates of federal legislation for the 
public, which is after all the chief pur- 
pose of regulatory legislation. 

But it is argued, theoretically we 
might accept this, practically it does not 
operate. Effective control may now be 
possible under their existing statutes 
but we cannot have uniformity in such 
regulation unless we secure federal 
legislation. Uniformity to a degree is 
extremely desirable but should the 
most effective method of control be 
sacrificed merely to secure an immedi- 
ate uniformity of regulation? Is this 
not in a measure dodging the main 
issue and where a proposal is so ex- 
tensive in effects should not the funda- 
mentals of the problem be studied with 
the greatest care before any action is 
taken? 

As less than 10% of the power in- 
cluding that coming from Canada is 
transmitted across state borders, pub- 
lic utilities are highly localized in 
physical properties and in services to 
customers. Regardless, however, of 
the small amount of inter-state busi- 


ness involved, comparisons are made 
with the federal legislation on rail- 
roads. The two industries are not 
parallel. While public utilities are 
highly localized, it is impossible in the 
case of railroads to separate the inter- 
state from the local business for ac- 
counting purposes. Under state con- 
trol of railroads the temptation would 
always be to give preference to the 


‘ citizens of one state against another. 


Furthermore, the conditions under 
which a public utility company pro- 
vides service to a community are some- 
what different in every locality. The 
local economic conditions in Arizona 
are quite different from those in New 
Jersey. There are undoubtedly many 
who believe that transmission power 
supply is now so perfected that power 
created in one part of the United 
States can be transmitted to all parts 
of the country. This mistaken notion 
evidently exists with many in respect 
to the proposed Federal legislation. If 
this idea is the controlling motive in 
the formulating of any part of any 
legislation of this character it will be 
unfortunate both for the industry and 
the public. 

Though inter-connection and the dis- 
tance of transmission has been greatly 
extended, the distance which voltage 
can be transmitted has decided limits. 
Costs rapidly increase from the energy 
lost as the distance of transmission in- 
creases. As compared to the total 
energy produced, the amount trans- 
mitted over very long distances is @ 
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utility investments. 


DIVIDENDS ~ TIMES EARNED 





INTEREST~-TIMES EARNED 


— CED investors regard the securities of the Commonwealth Edison 
Company—whether bonds or stock—as among the very highest grade public 


The Company supplies essential 
service, practically without competition, 
to the second largest city in the United 


States. 


Dividends have been paid by the com- 
its predecessors uninter- 
ruptedly for 38 years; since November, 
1913, at the rate of 8%. 


The charts show the well-balanced 
financial structure and the wide margin 
over interest and dividend requirements 
for a long period. 


Ask for the 1928 Year Book. 


Commonwealth Edison Company 


Edison Building . . . 72 West Adams Street . . . Chicago [Illinois 


pany and 

















very small amount. Inter-connection 
for the purpose of securing greater 
dependency of power supply in case of 
accident is of importance even though 
the distance of transmission for day 
today operations is not justified. This 
limitation again emphasizes the local 
character of the operating companies. 
Though electric current in itself is 
the same in any state, local conditions 
determining the cost of production and 
distribution may vary widely. Any 
form of legislation or commission’ de- 
cisions should, therefore, take these 
facts into consideration, if regulation 
is to be made equitable. A more in- 
telligent exercising of regulation or 
control over public utilities would as a 
consequence seem best vested in a body 
in close proximity to the problems in 
order to have a more intimate under- 
standing of the conditions affecting 
local requirements. 


Public When the late Judge 
Relationships Gary was asked: 
“In your eighty 

years of achievement, what in your 
‘pinion has been your biggest and best 
10b?” he answered in this manner: 
Helping to introduce the present sys- 

‘em of candid publicity into corpora- 
ton affairs. Of course, I was only one 
of many, Nobody does anything single- 
handed, It is only by co-operation that 
ng human ends are achieved. * * * 
People have a right to know how 
ms People’: business is being carried 
"; and the more they know about it, 
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the better it will be for business. Big 
business, like human life, cannot thrive 
in the dark.” 

When one compares the reports in a 
volume of Moody’s Manual of twenty- 
five years ago with the published re- 
ports of some of the public utility com- 
panies today, one feels that the ma- 
jority of these companies are endeavor- 
ing to carry out what Judge Gary con- 
sidered an obligation to their stock- 
holders and the public. This, however, 
cannot be said of all public utility 
managements. The purpose of some 
would seem to be a disregard of all 
interest in their stockholders.. This is 
unfortunate in a double sense. In the 
first place, the great majority of these 
companies have nothing that needs to 
be hidden and if the full facts were 
published, they undoubtedly would in- 
crease the good-will of the public. On 
the other hand, if the facts are not 
divulged, where public interests are 
concerned, and no one will deny they 
are not in public utilities, an impres- 
sion of a desire or need for secrecy is 
given. This often leads to antagonism 
that not only affects the particular 
company in question but the industry 
as a whole. If the public, on the other 
hand, knows the full facts, justice in 
the long run has always been tendered 
to the industry. As a Public Utilities 
Committee of the Investment Bankers’ 
Association aptly said: “A public fully 
and correctly informed will offer sterile 
ground for the arts and deceptions of 
demagogues.” 


While all now recognize that where 
three different interests are concerned 
as in public utilities some legislation 
is needed, if for no other purpose than 
to define the rights of each party, the 
greater part of possible future legisla- 
tion would be automatically eliminated 
if the public were fully informed of 
the needs and requirements of the in- 
dustry in providing service. While 
certain muzzy headed politicians may 
clamor for legislation on all occasions, 
an understanding public does not want 
legislation affecting their economic con- 
ditions except under a real need. They 
fully realize and appreciate the dis- 
advantage of needless legislation. Om 
the other hand as holding companies 
continue to grow in size the greater is 
the danger of their executive staffs out- 
growing public understanding and thus 
the .greater is the necessity for public 
familiarity with the affairs within the 
industry. 

Two distinct issues exist which the 
public utility holding company must 
deal with if it desires to check unfair 
agitation and prevent ill-advised legis- 
lation. The first is complete and candid’ 
information of operating and financial 
affairs of the public utility company to 
its own stockholders. There are so 
many instances of utilities meeting this. 
requirement that the laggard in this. 
respect can easily find guidance. 
Though the answer to this problem 
must be made by the individual com- 
panies it is, as far as the permanent 

(Please turn to page 630) 
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Securities Market 








NE of the 
most strik- 
ing fea- 


tures of 
the security mar- 
kets during the 
past few years 


Total Sales of Securities in United States—Including 
Bonds, Preferred and Common Stocks 


(All amounts in millions—000,000 omitted) 


806,783,000 in se- 
curities of cor- 
porations, foreign 
and domestic, and 
of this enormous 
total more than 
one-fourth, or 





has been the in- 


creasingly satis- 1924 


1923 


$9 , 044, 855 , 000 


Totals was invested in 


1925 1926 1927 





factory yield 


basis on which $1,553 


Public Utilities... $1,147 


the stocks and 


$9,045 bonds of Ameri- 


$1,546 $1,884 $2,914 





the public utility Industrials 894 


1,566 1,838 2,375 1,953 can public utili- 
ties, and huge 





companies have 


been able to at- Railroads 836 


additional sums 


3,075 o 
went into securi- 


422 401 883 





tract new capital. 


Among other im- 1,054 1,273 


Municipals 


1,418 1,289 1,514 6,548 ties of similar 
corporations op- 





portant factors 


leading to this Foreign 267 970 


erating in foreign 
countries. In 1927 


945 931 1,274 4,387 





result have been 


the public reali- Real Estate 250 340 


727 665 2,721 alone $2,914,000,- 





zation of the rap- 
idly growing im- 
portance, stabil- 
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000 was invested 
in public utility 
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er amount than 
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ity and earning “iw 
power of the var- 
ious public utility industries as a class and the general 


trend of the money market toward lower interest rates 
and a consequent higher level of stock and bond prices. 

Whether this general trend to lower interest rates has 
ended definitely with our recent substantial exportations of 
gold, the higher rediscount rates recently established by 
the Federal Reserve Banks, and the many other current 
evidences of increasing stringency in the money market, 
or whether the present tightening is merely a temporary 
reversal in the long term movement the general trend of 
which will be resumed after a comparatively short period 
of readjustment, is a point which cannot now be determined 
and one regarding which the opinions of many of the most 
competent observers differ. 


Investment Several years ago the forecast was made 
° that a fuller recognition of the essential 
Standing soundness of the electric light and. power 
industry, and of some other public utilities as well, would 
bring about a broad upward movement in the prices of 
bonds issued by representative companies in these fields 
with the final result that high grade public utility issues 
would sell on a yield basis comparable with the highest 
grade railroad bonds. This point has not yet been reached, 
but the margin of difference in yield is rapidly narrowing. 
Many investors who recalled the high rates at which even 
the strongest utilities were forced» to borrow during the 
years just after the war, were skeptical when low coupon 
public utility bonds were predicted and regarded a 6% 
return on a utility bond as the investor’s inalienable right, 
but, nevertheless, coupon rates have gradually been re- 
duced until quite recently a large issue bearing a 4% cou- 
pon has been successfully sold at a price not greatly below 
par. Unless the trend of 
money rates proves to have 
been suddenly and definitely 
reversed we wll undoubted- 
ly see many high grade pub- 
lic utility bonds marketed 
at the same coupon rate. 
Records show that during 
the five years ended Decem- 
ber 31, 1927, the American 


1 TE 


in securities is- 
sued by any other single group. 


Legislation recently enacted by the 
State of New York, following the lead 
of numerous other states, has greatly 
liberalized the restrictions controlling investments by trus- 
tees, savings banks and life insurance companies. A 
selected list of bonds issued by certain telephone companies 
and light and power companies have been made legal in- 
vestments for savings banks and trust funds. This is of 
vital importance as it is the first time that public utility 
bonds of any class have been so accepted and the list will 
undoubtedly be made broader as time passes. 

Life insurance companies in New York are now allowed 
to buy preferred stocks of companies having an earnings 
record meeting certain standards. This law applies to pre- 
ferred stocks as a general class rather than to those of 
public utilities alone, but many public utility issues have 
become eligible investments by virtue of its terms. 

The effect of these new laws will be felt more and more 
as time passes not alone by stocks and bonds thereby placed 
on the lists of “legals” but also by those not fully meeting 
the required standards, for as funds of the large investing 
institutions absorb a large part of the legal issues other 
buyers will look more and more to sound issues, often 
equally secure, but for one reason or another failing for 
the time to measure up to the technical requirements of 
the laws. 


An Important 
Development 


In recent years there has been a strong tend- 
ency toward combinations and mergers though- 
out the public utility industry but the trend has been par- 
ticulary marked among the 
electric power and light 
companies through the de- 
velopment of great holding 
companies. Great adval- 
tages were claimed by rea- 
son of interconnected lines 
and power plants and 
economies due to more effi 
cient management of large 
(Please turn to page 649) 


Mergers 





public invested some $34,- 
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SPECIALIZING 
IN PUBLIC UTILITY INVESTMENTS 


We represent, among others, | pany, National Electric Power 
such leading public utility | Company, and subsidiaries. 
companies as Commonwealth 
EdisonCompany,ThePeoples | Our prestige is built largely 
Gas Light and Coke Com- | upon the constant progress 
pany, Middle West Utilities | and financial soundness of 
Company, Public Service | the many utility companies 
Company of Northern Ill- | with whose financing we have 
inois, Midland Utilities Com- been intimately identified. 
S 





Onriaity Securities COMPANY 


230 South La Salle Street, Chicago, Illinois 


NEW YORK MINNEAPOLIS RICHMOND MILWAUKEE 
ST. LOUIS INDIANAPOLIS LOUISVILLE 





























Utilities Power and Light 





Corporation 


327 So. La Salle Street, Chicago | 100 Broadway, New York 


Principal Operating Subsidiaries: 


The Laclede Gas Light Company 
Indianapolis Power & Light Company 
Interstate Power Company 
Eastern New Jersey Power Company 
The Derby Gas and Electric Company 
Newport Electric Corporation 


Income for 12 months ended March 31, 1928: 


Gross revenue of operating companies .................. $28,255,087 
Net earnings of operating companies .............. .... 13,514,974 
Net income after fixed charges ...............000ccceeee 7,344,140 
Other net income of holding company ................. 1,349,213 
Net income after depreciation and Federal taxes......... 2,884,708 


“We prosper as we serve’ . 
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New Important Utility 
Developments 


1927 Shows Further Expansion of Business and Earn- 
ings—New Trends and Outlets for Future Development 


By HARRY J. PORTER 





Electric Light and Power 

No. of Customers 
21,694,100 
20,178,531 


Kw.-hours generated 
75,116,000,000 
69,158,000,000 











creased about 8.6% last year, the smallest percent- 

age increase for any year since 1924. This brings 

to the fore the problem of sales effort, admitted by 
electrical men to be the point where there is greatest room 
for progress. 

At the present time the average domestic consumer’s 
bill for electrical service is about $2.50 a month. The in- 
dustry is making an earnest effort to induce greater con- 
sumption of power per head. Most of the elements of cost 
would be unchanged, such as metering, bookkeeping, main- 
tenance, distributing system expenses, etc., and the actual 
cost of power delivered at the generating station is only 
15% of the final cost. Increased gross revenue from this 
source would mean a much bigger increase in net earn- 
ings, part of which might ultimately be passed back to the 
consumer. 

The importance of distribution as against generation is 
shown by the fact that of the approximately $900,000,000 
which the power and light industry proposes to spend this 
year for new facilities, approximately 56% will go for dis- 
tributing equipment and 44% for generating facilities. 

Last year, the industry drew down a gross income of 
$1,783,000,000 from an investment of about $8,000,000,000, 
indicating a turnover of capital of once in about 4% years. 
Put in another way, the industry must invest about $4.50 
for each $1 of annual gross business done. This makes it 
all the more important to raise this capital at as low a cost 
as possible. Because of the general decline in the cost of 
capital, the growing public realization of the high invest- 
ment merit of most utility bonds, and the opening to such 
bonds of the outlet of savings bank and trust fund invest- 
ment, hitherto denied to them by the laws of certain states, 
the average cost of capital to the utilities has been de- 
clining. 

The recent successful flotation of a gas and electric bond 
with a coupon rate as low as 4% marks an era in utility 
financing, ard indicates the possibility of substantial sav- 
ings not only in raising new funds but in refinancing older 
high coupon bonds. 

The merger movement which has played so important a 
role in utility affairs was only slightly active last year, 
possibly owing to the continued threat of governmental 
investigation. Since the 
close of last year it has 
been actively resumed, such 
major financial operations 
as the National Power & 

Light-Lehigh Power com- 
bination, the American 
Power & Light absorp- 
tion of Montana Power and 
Washington Water Power, 
and the first steps toward 


Bes: power generation in the United States in- 


the Consolidated Gas of New York-Brooklyn Edison merger, 
with still others in sight, marking the resumption of activ- 
ity in this regard, which is often attended with stock mar- 
ket manifestations of the utmost importance to the investor 
or trader in stock. 

Progress is being registered apace in the development of 
two great fields for future expansion, the extension of 24- 
hour sevice to individual farms and rural communities, and 
railroad electrification. It is estimated that hardly more 
than 12% of American farms are electrified; if only 50% 
of the remainder could be wired, there would be an increase 
of 2,200,000 heavy load consumers from this source alone, 
or about 10% of the total consumers at the end of 1927. 

Railroad electrification bids fair to play a part in the 
development of the power and light business in 1928 and 
the two or three years immediately following. Roads ex- 
pected to be prominent in this movement are the Philadel- 
phia & Reading, which is carrying through electrification 
at its Philadelphia terminal; the Delaware, Lackawanna & 
Western on its suburban lines out of Hoboken, as well as 
less definite reports of impending action by the Pennsyl- 
vania toward electrifying the stretch from Washington to 
sill York and the New York Central from Buffalo to New 

ork. 





Natural Gas 


Consumption in Thousands 
of Cubic Feet 


1,312,853,000 
1,188,439,000 


Number of 
Customers 


3,731,000 
3,508,000 











A GAIN the consumption of natural gas in 1926 (the last 
year for which data are available) increased faster 
than the number of consumers. The reason is that the main 
development of this utility has been in the industrial field, 
which takes about three-fourths of the total sendout, leav- 
ing about one-fourth for domestic consumers. 

The industry with its estimated investment of $1,600,- 
000,000 received a total gross revenue in 1926 of somewhat 
under $300,000,000, the latter figure being an increase of 
about 220% over the revenue for 1914. A single new in- 
dustrial customer may mean an added consumption of as 
much as 5,000,000 to 10,000,000 additional cubic feet of gas 
a day, or, at the average wholesale price of natural gas, 
some $400,000 gross revenue a year. 

The domestic price of natural gas averages about one- 
half to one-third that of artificial gas, and the industrial 
or wholesale price is only a little over one-quarter that of 
the domestic price. The economic radius of transmission, or 
distance over which natural gas can be sent before leakage 

losses and other expenses 
bring up costs too high, has 
been steadily increased to 
about 400 miles, and an in- 
creasing number of cities 
is being switched over from 
the use of manufactured to 
that of natural gas. An 
important recent accession 
to the list is New Orleans, 
which is now being supplied 
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DO YOU HOLD 
THESE STOCKS? 


HE outlook for the stocks listed below is fully covered in our current Stock Market 
Bulletins, copies of which will be sent to you free of charge. 


If you hold or are interested in any of the following securities, our current Bulletins should. 
prove of exceptional value because they will tell you exactly what to do—whether to buy, 
hold, sell, or shift. 


These Bulletins discuss: 


The oil situation. Are the oil stocks at last ready to stage a substantial and prolonged 
rally? Are the greatest profits to be secured in such oil-refining issues as TEXAS 
CORPORATION, STANDARD OIL OF N., J, N. Y., and CALIFORNIA, 
ATLANTIC REFINING, and SINCLAIR at the expense of such oils as MARLAND, 
ore AMERADA, PAN AMERICAN, INDEPENDENT OIL & GAS, and RICH- 
FIELD? 


The outlook for the packing stocks. Are greatly increased profits in store for ARMOUR 
& COMPANY, SWIFT & COMPANY, and CUDAHY? If so, may much higher 
prices be anticipated for the stocks of these concerns? Should they be bought at the 
present time or avoided? 


The present position of the copper stocks. Will KENNECOTT increase its dividend? 
Will ANACONDA be the leader of the market in the copper group? 


The future prospects of the steel stocks. Does a very low margin of profit warrant the 
investor in keeping strictly away from the steel group? What should be done now with 
regard to U. S. STEEL, VANADIUM, and CENTRAL ALLOY STEEL? Is A. M. 
BYERS apt to duplicate the performance of CAST IRON PIPE? 


What should now be done with LEHN & FINK? Should a long and short position be 
taken in NATIONAL DAIRY PRODUCTS, AMERICAN HOME PRODUCTS, 
HOUSEHOLD PRODUCTS, NEW YORK DOCK, ALLIS CHALMERS, WEST- 
INGHOUSE, and GENERAL RAILWAY SIGNAL? 


The immediate steps which should be taken with regard to PENNSYLVANIA, U. S. 
LEATHER, GENERAL ELECTRIC, UNION PACIFIC, and others. 


If you are interested in any of the above securities, or would like to know what the Stock 
Market is likely to do next, write today for copies of our current Bulletins. They will be 
mailed to you free upon request, together with a copy of our booklet, “MAKING MONEY 
IN STOCKS.” In addition, we shall be glad to send you a Special Analysis of an under- 
valued stock which should advance substantially within a reasonable time. 


SIMPLY MAIL THE COUPON BELOW 





INVESTMENT RESEARCH BUREAU, Div. 383, Auburn, New York 


Kindly send me_ specimen 
copies of your current Stock 
Market Bulletins. Also a copy 
f “MAKING MONEY IN 
STOCKS.” This does not ob- 
ligate me in any way. 
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trom the Monroe field of Northern Louisiana, nearly 300 
miles away. Denver is now supplied with gas from the 
Panhandle fields of Texas, the line having been opened this 
year after a pipe-line was laid down in record time. 

On the financial side, as natural gas companies increase 
their scope through merger and consolidation, and build 
up good earnings records, they have found themselves able 
to finance on increasingly attractive terms. A substantial 
part of the bonds issued in connection with the financing of 
natural gas properties is extinguished within 4 to 10 years, 
and the warrants for the purchase of common stock offered 
with these bonds have in many cases proved valuable. The 
growing policy of building up substantial gas reserves, far 
in excess of immediate requirements, tends to reduce costs 
and adds a desirable degree of investment stability to the 
industry. 

Ability of the major companies to finance themselves for 
longer periods, thus leaving larger sums available for re- 
serves and distributions to stockholders, and to refinance 
existing securities, which often sell on a very liberal yield 
basis, at lower rates, is a development already in sight. It 
is being greatly furthered by the increasing earnings based 
on the steady growth of business indicated by the figures 
at the head of this section. 


appealing case for economy, control of operations, freedom 
from smoke and ashes, and other advantages can be made 
out. Usually such substitutions involve redesigning ma- 
chinery or other plant changes, but their costs are rarely so 
serious as to hinder effectively the increasing consumption 
of artificial gas in these directions. 

Considering these possibilities, it may well be that gas is 
even further away from any “saturation point” than elec- 
tricity, as a leader of the industry recently stated. 





Telephone 


Bell and Connected 
Telephones in Service % Increase 
18,350,000 
17,574,000 4.0% 


Telephones not 
Bell-Connected % Decrease 


167,000 
172,000 2.9% 














Manufactured Gas 


Gas Sales (in Thou- 
sands of Cubic Feet) 


455,631,000 
421,400,000 


Number of 
Customers 


11,047,000 
10,600,000 











ONTRARY to natural gas, the backbone of the manu- 

factured gas business is domestic consumption. Sales 
efforts of the industry are directed both toward the home 
consumer, particularly toward increasing consumption per 
capita, and toward a diversified list of industrial uses. 

Considerable progress was made last year in extending 
domestic use of gas, beginning with the basic use for cook- 
ing, for such different purposes as house heating (both 
central heating and through gas-water radiators), garbage 
incineration, refrigeration, laundry drying, etc. The house 
heating business is especially important because of the 
large amounts of gas consumed, but has the disadvantage 
of being highly seasonal. Where its use is balanced by hot- 
water heating in summer and gas-fired refrigeration for ice- 
making, it forms a desirable addition to the domestic load. 

The number of different uses, largely industrial, for 
manufactured gas has been growing steadily, from a thou- 
sand a few years ago well over 5,000. They range from 
delicate operations such as tempering watch springs to 
heavy-consumption, large scale uses as in the brick-making, 
glass, pottery and steel heat-treating industries. 

The growth of large-scale cooking in hotels and restau- 
rants has added considerable new business, as has also its 
increasing use under automatic steam boilers and in large- 
scale modern laundries. 

As a resu!t, the industry has shown an increase in sales 
each year for the past twenty-five years, or since it began 
to give up the lighting field to electricity and seek new 
markets. In this time it has increased sales by 350%, or 
seven times as fast as the growth of the country’s popula- 
tion. Extension of gas service to small towns and isolated 
farmers is being considered but faces on even a more seri- 
ous scale the same obstacles as the efforts of the electric 
power and light industry in the same field, viz., the high 
cost of laying down dis- 
tributing facilities per con- 
sumer in thinly settled ter- 
ritory as against the dense- 
ly-peopled cities. 

Substantial efforts are 
being made to displace both 
soft and hard coal in many 
of their uses by manufac- 
tured gas, and in a large 
number of instances a.very 


HILE the increase in the number of Bell and Bell- 

connected: telephones in use last year was somewhat 
smaller than the 5.3% reported in 1926, the achievements 
of the industry, certainly from the standpoint of public 
importance, were probably greater. 

They include the installation of transatlantic telephony, 
beginning with London and later extended to practically 
the entire British Isles and the Continent, while the num- 
ber of hours during which service is available has been 
steadily extended to over 10 hours a day, and rates have 
been reduced. Direct service has also been opened to 
Mexico, a third transcontinental line has been opened to 
the Pacific Northwest, and long-distant tolls were reduced 
to the extent of $1,500,000 a year following the reduction 
of an estimated $3,000,000 a yeay'in 1926. 

The telephotograph service, allowing the transmission of 
photographs by wire, has been extended to additional cities, 
including Los Angeles, St. Lowis and Atlanta. Another 
new development, still barely past the experimental stage, 
has been television, or the long-distance transmission of 
images of actual objects, both by wire and by radio, the 
latter in conjunction with the transmission of speeches, 
concert performances, songs, etc., through a loud-speaker. 

The close connection between the telephone industry and 
radio has further been shown in the use of long-distance 
telephone wires as part of nation-wide broadcasting hook- 
ups, and other developments, such as the delivery of radio 
entertainment over telephone wires on a toll basis, the use 
of special types of broadcasting for overland transmission 
of telephone messages as is already being done overseas, 
thus saving the immense costs of laying cables or maintain- 
ing open-air equipment, while probably not yet on a com- 
mercial or practical basis, should in itme serve to link 
up closely the two branches of the communications busi- 
ness. 

Further technical improvement in the ordinary run of 
business, included a 25% increase in the number of dial- 
operated stations, bringing them up to 2,500,000, or ap- 
proximately one-seventh of the total. Progress has been 
made in eliminating exchange plant troubles, and in reduc- 
ing the time necessary to complete toll calls from an aver- 
age of 6% minutes in 1925 to a current average speed of 
2% minutes. 

From a business point of view, the industry has main- 
tained is reputation for steady growth and extraordinary 

stability, and in the case 
of the International Tele- 
phone and Telegraph Cor- 
poration, a tradition of 
far-seeing and rapid ex- 
pansion through absorption 
of such large and impor- 
tant concerns as the Postal 
Telegraph and cable sys- 
tem and the All-American 
Cables, Inc. 
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do you 








“buy stocks” 


OU know, that regard- 

less of a man’s earning 

power his financial 
position is finally determined by 
the results he gets from the in- 
vestment of his money. To get 
the best results requires certain 
specific, definite things. In the 
first place, a program that is 
sound for one man is not for an- 
other. Age, dependents, business 
prospects, amount of capital and 
many other considerations are 
involved. 


The starting point is to take stock of 
all these personal factors. Secondly— 
after this has established the type of 
securities you should own—how much 
in bonds, how much in preferred and 
common stocks—the question arises as 
to what these securities should be, 
specifically. Thirdly, and this, too, is 
vital to full success; when should you 
buy? For instance, is it a good time 
tight now? 


To sum up and analyze your personal 
status, to post yourself and keep posted 
on business conditions, money rates, 
security trends and special circum- 
stances affecting a company or indus- 
try, and lastly, to select the most de- 
sirable individual stocks and bonds 
would seem nearly impossible for an 
individual. It is. Neither time nor 
sources of information are adequate. 


Which are you doing? 


So, most men, if they will stop to con- 
sider it, will realize they are doing one 
of two things; speculating (buying and 
selling on tips, advice of friends, news 
items or what not) or investing ton- 
servatively (government bonds, muni- 
Cipals, old line preferred stocks). The 


vast majority of speculators /ose money 
eventually. They may profit this year 
or next, but eventually instead of an 
income return they show a capital Joss. 
The conservative investor, on the 
other hand, must be content with 4%, 
5% or 6%—not a large return, surely. 





A SPECIAL PLAN 


As the size of an investment account 
increases, so do its complexities. It is 
self-evident that personal attention is 
valuable to all investors, Increasingly 
so, the large account should have bid 
ferent, more highly individualized con- 
sideration if it is to be fully productive. 


That is the reason why Brookmire’s 
not only urges personal consultation 
to all clients, but also has a special 
a plan for those whose capi- 
tal is around the $40,000 mark or 
higher. If this is of interest to you, 
will you indicate it when sending for 
information about Brookmire Service. 





Facts... not guesswork 
are behind these results 


Official reports of Brookmire recom- 
mendations have been given wide pub- 
lication. Théy show extremely high 
records of profits. They are conclusive 
evidence of the value of Brookmire 
Service, for one reason only; they are 
typical of results secured from Brook- 
mire Service year after year, for nearly 
a quarter century. 


In view of these facts we think it is 
only good business for you to know 
something of the scope and field of 
Brookmire Service, pe. what it offers 
that you can use. 


What Purpose? 


Briefly,- the Brookmire purpose is to 
enable careful, intelligent individuals 


++ or do you invest to keep your capital safe 
and to secure a better - than - average income ? 


to secure with safety a better-than-aver- 
age return from their capital, whether 
it be $5,000 or $5,000,000. The degree 
to which we have been able to carry 
out this purpose is indicated by the 
fact that the number of Brookmire 
clients has steadily increased, and that 
thousands of individuals and institu- 
tions are renewing their subscriptions 
year after year. There can be but one 
reason—they find it pays. 


The way to investigate 


The Brookmire record is open for in- 
spection. We urge you to ask your 
bank regarding us, to consult any 
financial authority, to send for a com- 
plete description of the Service. Apply 
any test you like and then determine 
whether it will prove to your profit to 
secure Brookmire advice on your in- 
vestments. Remember, too, before 
sending the coupon, that we do not 
advocate in-and-out trading. The aver- 
age individual is certain to lose money 
in trying to catch the “‘short swings,” 
and we do not attempt to advise any- 
one on this basis. Lastly, remember 
that every Brookmire client is consid- 
ered in the light of his individual re- 
quirements. His personal status and 
objectives are considered in the recom- 
mendations we make for him. 


Complete information will be sent 
upon receipt of the coupon. 


Inquiries from West of the Rockies should be 
addressed to the Brookmire Economic Service, 
Russ Building, San Francisco, California. 





BROOKMIRE ECONOMIC SERVICE, INC. 
570 Seventh Ave., New York City 
Please send me complete description of your 


Service and your latest bulletins advising 
what to do now. 


Send me information about your Special Plan 
O Check if desired. 











BROOKMIRE 


New York, N. Y. 


Investment Counselors for Nearly a Quarter Century 
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Traction Bonds— Bargain or 


High Risk ? 


High Yields on Representative Issues Raise Question of 
Investment Stability —Types of Issues Favorably Situated 


By ROGER P. MORTON 


accompanying table show a uniformly high yield 

which can be explained only on the basis of a gen- 

eral distrust by the investing public toward the 
entire electric railway industry. Contrasting with the gen- 
eral advance in all types of bonds, selected traction bonds 
have shown an increase of less than 10% over the average 
prices in 1923, when the bull movement in bonds got well 
under way. 

Investors who already own these bonds are faced with 
the dilemma of holding or selling. Intending purchasers, 
who may be attracted by the high yield, which are among 
the few opportunities to invest on a basis comparable to 
that of five years ago, are still uncertain as to whether the 
very fact of a high yield does not indicate approaching 
trouble. There is a general feeling in some circles that 
the street railway business, unlike any other public utility 
is going backward, that it is continuing to have financial 
difficulties and that bonds bought at present prices have a 
very uncertain future to look forward to. 


T= ten representative traction bonds listed in the 


Origin of The origin of the present attitude to- 
Difficulties wards traction bonds expressed in their 

low prices ‘and high returns lies, as 
everyone knows, in the changes brought about early in the 
war. Cost of service advanced with increasing prices and 
wages, while fares did not advance for a time correspond- 
ingly; excessive expansion, which had marked certain trac- 
tion situations even before the war, was intensified by the 
wartime need for production involving provisional facili- 
ties for transporting huge armies of workers to new in- 
dustrial locations; shortly after the war, jitney and bus 
competition, often helped along by political and legislative 
factors hostile to the street railways sprang up rapidly; 
the tremendous growth of the privately owned passenger 
automobile and the good roads movement made necessary 
by it cut into the passenger traffic. 

These being the causes of the present difficulty of the 
traction industry, let us see to what extent they are 
still operative. As to increasing costs, the movement has 
been checked and in part reversed since 1920. Last year 
wages advanced 1%, but cost of material declined about 
9% and additional economies were achieved through cur- 
tailment of service where economically and legally prac- 
ticable. Fares, on the other hand, have risen steadily and 
are still rising. The average fare in 1917 was 5.8 cents; 
by 1922, it had increased to 7.02 cents and at the present 
time is close to 8 cents. Last year, average fares increased 
3% over 1926, and an advance of the New York City rate 
of fare to 7 cents, which will be argued before the Supreme 
Court in October of this 
year, would remove the last 
metropolitan stronghold of 
the 5 cent fare, 


Reconstruction Progress 

has also 
been made toward correct- 
ing the speculative or other 
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excessive expansion. According to one authority, last year 
29 companies abandoned 383 miles of track, an average of 
13 miles per company; in 1926, 23 companies abandoned 352 
miles of track, an average of 15 miles to the company. This 
indicates that the smaller and less economical units of the 
industry are being eliminated. In comparison with these 
figures, we must place a total of 192 miles of extension and 
888 miles of reconstruction work accomplished last year, 
which it can safely be assumed was in profitable territory, 
as otherwise the expenditures would not have been made. 
The industry budget for 1928 calls for a total expenditure 
of $246,142,000, the highest since 1925. Of this amount 
nearly $90,000,000 is to be spent for additions to permanent 
way and structures, or approximately 50% more than the 
average expenditures from 1924 to 1927 inclusive. 

The problem of jitney and bus competition has been solved 
by the elimination of the jitney, properly so-called, and the 
adoption of the bus by the street railway company in two 
capacities, as a feeder and as a supplement, rather than 
as a competitor. In 1921, 16 electric railway companies 
operated 25 buses over a total of 35 miles of route. | Late 
in 1927, it is calculated that 367 electric railways were 
operating 8,350 buses on 16,722 miles of road. Last year 
the number of buses operated by electric railways increased 
approximately 20%, new buses purchased totalling 1,801, 
of which 95% were new, the remainder being second-hand. 
About 400 buses were scrapped, sold, converted or other- 
wise disposed of against 160 in 1926. In short, the friendly 
adaptation of the bus to the street car, rather than cut- 
throat competition is well under way, even if something 
still remains to be done in this direction. 


Automobile The last inimical factor mentioned 
Competition ove, competition of privately owned 
automobiles, while completely. outside the 
control of the electric railway industry, shows signs of be- 
ginning to cancel its own effectiveness. Automobile regis- 
trations after advancing from 4,000,000 in 1921 to over 
23,000,000 at the present time, have shown a much slower 
rate of increase in the past three years, and traffic con- 
gestion plus the limited amount of parking space and re 
strictions growing therefrom are making the automobile 
less and less of a competitor for intra-city transportation. 
The interurban lines, of course, continue to feel the full 
effect of this competition, and it is proposed in the follow- 
ing paragraphs to make a sharp distinction between the 
position and the outlook for traction companies operating 
mostly within the larger towns and cities and those operat 
ing to any great extent or entirely between cities. 

A birdseye view of the main problems of the industry 
and the extent of which they 
are being successfully met, 
therefore encourages the 
general belief that certain 
branches, at least, of the 
street railway business are 
getting back to a sound 
business basis, and that 
their securities are worth 
investigating more closely 
for individual merit. 
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An examination of 
the figures on repre- 
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totalling about 65% of 
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Table I—Ten Representative Traction 


Bonds 
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The enormous dis- 
parity between the 
progress shown by the 
city lines and those 
operating partly or 
wholly on an interur- 
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under the auspices of : Rate Maturity Price Yield : ban basis, shows the 

he industry’s national 5 E futility of dealing with 

amy a tot tends S *Broadway & Seventh Ave... 5 1943 12% 8.22 E traction bonds as if 

strongly to confirmthis — *New York State Railways... 4% 1962 56% 838 #3 they all had to face 

view. A total of 206 4 - 5 pretty much the same 

reporting companies . *United Rys. of St. Louis..... 4 1934 84 7.35 : problem, and shows 

showed a decline in s §=—s Des: Moines City 1936 60 13.33 q how essential it is to 

gross operating reve- . 5 study individual situa- 

nue of 1.68% for 1927 4 Chicago & West Towns..... 6 1932 7.02 5 tions. 

as against 1926, and a e r z 5 This impression is 
st_year sais in the number 4 B’klyn City & Newtown 1939 87 6.70 “ reinforced on examin- 
rage of J of revenue passengers Wie Mie Gitiecasvacses.es 5 1937 6.40 ing the financial condi- 
red 852 HF carried of 2.49%. Be- = E tion of such companies 
y. This cause of the average = Warren & Jamestown....... 5 1934 85 8.20 ® grouped as above as 
of the HF increase of 3% in S 6s °Third Ave. ref. 1960 69 6.25 5 make public their bal- 
1 these fares, however, pas- “ 2 ance sheets. 
ion and # senger revenue declined = Schenectady Rys. . 1946 56 10.45 a Fifty-eight city com- 
t year, # oaly 1.94%. Operating F = *Listed on New York Stock Exchange. q panies showed a total 
rritory, expenses declined . : increase in their plant 
, made. 177%, due to lower : PERE BEER ERS ERERS ERS SESSRERERERS EERE EE! : investment for 1927 
nditure cost of materials, cur- [EER REESETI TEERERERERSES ERE RESET EE ET against 1926, of 2.31%, 
amount tailment of service at an increase in their 
manent certain points, and substantial economies due to more effi- profit and loss surplus account of 22.16%, and a decrease 
1an the cient operation. The average speed of a car raised from in their current liabilities of 5.62%; a picture of financial 

10.1 to 10.2 miles an hour, resulting together with other health. 
1 solved factors making for economy an increase in the mileage The 44 interurban lines showed an increase of less than 
and the travelled per car from 89,226 miles in 1926 to 39,549 in % of 1% in their property accounts, their total profit and 
in two 1927. Net income before fixed charges, therefore, showed loss surplus was transformed from the tiny amount of 
ar than adecline of only 3/10ths of 1%. $93,349 at the end of 1926 to a profit and loss deficit of 


$1,607,679, equivalent to a reduction of 1.822%, and their 


npanies Analysis of these figures by dividing the 206 companies 
current liabilities showed an actual increase during the 


Late represented into three groups, composed of 79 companies 


s were — operating within cities, 50 interurban companies, and 77 year of 8.61%. 

st year companies, operating both city and interurban services. The 59 mixed city and interurban type roads occupied 
creased shows an enormous difference among these routes strongly an intermediate position, their total property account show- 
r 1,801, in favor of the first. For the city companies, the decline ing an increase of 0.87%, their profit and loss surplus a 
d-hand. in gross operating revenue for the year was only %ths of decline of 40.18%, while their current liabilities likewise 
- other- 1%; operating expenses declined proportionately faster by declined 3.36%. 

‘riendly 163%, so that net income before charges actually increased Within these groups, the largest companies of all classes 
an cut- last year by 1.18% and net available for dividends increased did relatively far better than the medium and small sized 
nething fully 7.59%. Number of revenue passengers carried de- companies. The latter, serving the small communities have 


been hard hit by independent bus line competition as well 
as the private automobile, and in the face of their intensely 
competitive situation cannot raise fares, so that they lose 


clined only 1.56%, but in spite of this it was possible to 
reduce the operating ratio (percentage of gross revenue 
absorbed by operating expenses) from 71.48% to 70.91%. 


Barring the relatively small declines in passengers car- both ways. 

ntioned ried and in gross operating revenue the above represents an 

owned i “tractive financial story. 
side the 
s of be Conclusion It appears from the above that taken as a 
e regis- class the larger companies operating within 
to over Interurbans Far otherwise was the situation among cities have made great progress toward financial stability, 
| slower Still in the 50 reporting interurban lines. Gross although the fact that their readjustment is not yet com- 
fic con- Trouble declined 3.19%, or four times as much as plete is shown by the continued slight decline in passengers 
and re- the city lines, total passengers carried carried and in gross revenues. Fares are still being raised; 
omobile 1.27%, and net earnings declined even much faster than 21 new cities joined the 10c fare group last year, and in 
rtation. gross, by 15.24%. The operating ratio shot up nearly 2 one, the basic rate was advanced to 8c. A special circum- 
the full points, from 84.26% to 86.32%. In 1926 earnings had been stance which may have aggravated the decline in passenger 
follow- insufficient to meet fixed charges by a deficit of $1,850,643; revenue last year was the unusually mild open winter, as 
een the in 1927, the deficit was increased to $1,694,263, an increase earlier in the year volume of traffic was persistently higher 
yerating of 25.48%. than in 1926. 

operat- The 77 mixed city and interurban lines individually An important part of the traction industry is thus seen 

smaller and serving on the average smaller communities to be meeting its problems successfully, on the whole. A 

ndustry have apparently proven still more vulnerable to-the ravages new spirit of aggressiveness is characterizing the industry 
ich they of the automobile. Number of passengers carried declined and is evidenced by modernizing equipment, going after 
lly met HB 7.16%, gross revenues de- freight and other auxiliary 
es the HM clined 3.70%, net operating business, and generally 
certain tevenues went down 9.11%, paying greater regard to 
of the #@ and net income available the cultivation of good will 
ness aft HM for dividends suffered a and development of the 
- tremendous reduction from merchandising attitude to- 
d 4 2,269,681 to $74,108, a de- ward the business. 
> wort dline of 96.74%. The net On the financial side, it 


closely 


‘erating ratio during the 
2 year was brought up from 


is noteworthy that new is- 
sues last year amounted to 


20% to 79.42%, (Please turn to page 628) 
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Sidelights on Telephone Economics 


Unique Situation of Telephone Industry — Importance 
of Reducing Costs Without Spur of Competition— 
Do Stable Earnings Imply Slow Further Growth ? 


By KENNETH E. GRAHAM 


a unique position from an international point of 

view and also in comparison with any other indus- 

try in the United States. Of the total of something 
over 27,000,000 telephones in the World, the United States 
has approximately 52%; compared with Europe, it has 
twice the number of telephones with one-quarter the popu- 
lation. It is the only major country where the telephone 
system is entirely privately owned; in most European coun- 
tries except Spain, the telephone system is a branch of the 
post office and government-operated and-owned. 

Compared with other great industries and the other pub- 
lic utilities, in particular, it is unique in that it enjoys 
practically a nation-wide monopoly of an interconnected 
utility service. Independent telephones not owned by or 
connected with the Bell system constitute only a little over 
8% of the total telephones of the country. The total invest- 
ment of the Bell system is approximately $3,000,000,000, 
against $237,000,000 representing the total investment of 
Class A, B and C companies (doing not less than $50,000 
a year each). 


4 oe telephone industry of the United States occupies 


So much for the preliminary outline of the 
position of the American telephone indus- 
try. The first distinctive feature of its 
peculiar economics is the fact that as the size of the plant 
increases, the cost of service per unit (here per telephone call) 
also increases. This is directly contrary to the economics of 
ordinary large-scale enterprise. We are accustomed to find 
that the larger the steel plant, or the gas works, or the 
electric power plant, the lower the cost per ton of steel or 
per thousand feet of gas or per kilowatt-hour. 

The reason for this difference is clear on analysis. Re- 
duce the complicated existing telephone system to its 
simplest theoretical unit, and we have two subscribers, the 
total equipment required consisting of two pairs of tele- 
phone receivers and transmitters, a pair of wires, and two 
batteries. Let this unit grow to a group of two hundred 
subscribers, and in addition to the two hundred sets of 
batteries, receivers, transmitters and wires, it will be neces- 
sary to have a central switchboard, with operators, trunk 
lines, and other equipment which was not needed or rep- 
resented in any way when the group consisted of only two. 
Now let us extend the illustration to an actual city of over 
six million, like New York. The equipment required will 
include not only the primary material, the receivers, trans- 
mitters, wires, and batteries, and the secondary, such as 
switchboards, operators, etc., but still further expenses will 
arise from the necessity of complicated systems of cables, 
enormously complicated switchboards, a research and devel- 
opment department, a forecasting and statistical bureau, 
departments for the training of employees, for the sale of 
securities, and a thousand 
of similar sources of ex- 
penditures not reflected di- 
rectly in additional gross 
income but necessitated by 
the growth of business. 

As a_ practical matter, 
the number of dollars in- 
vested in plant and equip- 
ment per subscriber, and 
the operating expense per 
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telephone call, will show a decided tendency to increase 
rapidly as the number of subscribers and calls increase. To 
a certain limited extent there will be a dilution of over. 
head costs, as in any ordinary line of business, as sub- 
scribers use their telephones more frequently or existing 
general equipment such as overhead wire and cables, switch- 
boards and the like is used more intensively. Before long, 
however, the peculiar economics of the industry will re. 
assert itself and it will be found necessary, for three times 
the volume of traffic, to install not merely three times the 
amount of equipment but additional equipment to take care 
of the increased density of the traffic. 

On the other hand, not merely the cost of handling traffic 
increases with rising density, but also the value of the 
service rendered. Two subscribers, the proud possessors of 
the only two telephones constituting an independent sys- 
tem in a tiny village, might have little to say to each other 
except to discuss the weather and the state of crops. Ina 
big city, however, business deals, social engagements, per- 
sonal requirements of great importance are handled over 
the telephone. The average city dweller could not conceive 
how his life could be organized without the telephone. It 
is well-known that the Dodge deal of 1925, involving 146 
millions of dollars, was put through with respect to several 
of its important phases by long-distance telephone. 

In spite of the increasing value of its services, however, 
the tendency to higher costs and capital expenditure with 
rising use (or “consumption”), if unchecked, would shortly 
put up rates to a point where they would check all further 
growth. Technically speaking, a self-limiting factor, which 
at all times threatens to strangle the development of the 
telephone business, resides in the fact that increasing con- 
sumption brings increasing costs of operation and capital 
or overhead costs. 

For this reason the telephone business, though very 
nearly a monopoly in this country, must continue to work 
out methods of reducing costs which make it possible to 
extend the business without having to put up rates to an 
exorbitant level. The self-limiting nature of the industry's 
economics, left to themselves, therefore supply a spur to 
utmost efficiency of operation which in other industries is 
supplied by competition. 


Creative The industry has responded to or need 
for decreased costs admirably. The Amer- 
wrnsieied can Telephone & Telegraph Co. with its 
subsidiary, the Western Electric Co., is said to maintain 
a research staff of over 4,000 men, fully half of whom are 
classified as scientists and engineers. While a complete 
survey of the results of their activity in reducing costs 
would require a technical and extended discussion which 's 
impracticable here, the following instances illustrate graph- 
ically what has been accom- 

plished. 

Older readers will recall 
the huge forests of tele- 
phone poles carrying 
dozens of wires and cross 
arms like geometrical trees. 
When the number of cros* 
arms increased to 4 poi 
where further progress ™ 
this direction was impo 
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sible, it was found practicable to carry the wires under- 
ground, in insulated cables, rather than overhead. The 
early cables carried fifty pairs of wires, and cost $225 per 
mile of wire; now the standard is 1,200 pairs in a cable, 
costing $12.50 per mile of wire and there is ground to be- 
lieve 1,800 pairs of wires to a cable will soon be adopted. 
These cables have spread, at first from limited areas within 
cities, until now the great transcontinental telephone lines 
that span the country from New York to San Francisco 
are carried in cables, free from the risk of weather dis- 
turbance, all the way. The saving achieved by research on 
this item alone runs into millions of dollars. 

In long-distance telephony, the weak current which starts 
from the transmitting point must be reinforced from time 
to time if it is to carry an intelligible sound to its destina- 
tion, or else a very powerful current must be used at the 
start. A telephone engineer has stated that without the 
use of “repeaters,” as these reinforcing devices are called, 
the current now used to carry a voice from New York to 
San Francisco would give out by the time it reached Harris- 
burg, Pa. To reach Chicago, it would be necessary to use 
enough power to light two twenty-candle-power lamps; for 
Omaha, one would need enough to operate a five-kilowatt 
broadcasting station; for Rawlins, Wyo., all the power of 
a big 50,000-kilowatt generator; to reach San Francisco, 
probably as much power as all the mechanical and electri- 
cal generating equipment of the world combined could pro- 


duce, even if a telephone line could be built that would 


stand it. 


Increase of | These and other mechanical improvements, 
Savings for the most part developed by the tele- 

phone companies’ own research staff, have 
brought about savings aggregating millions of dollars a 
year, and have made possible the extension of service in 
new directions and on an unprecedented scale. 

Another method of combating the tendency to increasing 
costs has been the scientific study of probable future traffic, 
based on forecasting the growth and direction of popula- 
tion trends, density of telephone traffic, etc. Immense sav- 
ings have been achieved by having sufficient equipment and 
reserves prepared to meet increasing rquirements, as well 
as by not overexpanding facilities and thereby incurring 
great capital costs where only a moderate increase in use 
is forecast. 

The scientific estimation of probable future business and 
requirements. has probably been carried further by the 
major telephone company than by any other business or- 
ganization in the world. As we have seen before, the ques- 
tion of keeping down costs by adjusting capital investment 
to traffic, by preparing to meet peak load demands in a 
manner than will not unnecessarily increase operating 
costs, and by keeping the plant and equipment flexible to 
meet expected increases in demand, has an importance for 
this business even greater than for the ordinary run of 
business enterprises. 

Still another method of keeping down costs has been the 
steady replacement of skilled labor by automatic machinery. 
The increasing installation of automatic dial telephones to 
replace manually-operated ones, automatic exchanges, and 
the like, increase capital costs but reduce current operating 
expense, and if the density of traffic has been properly esti- 
mated, there is a net saving which helps to stave off the 
necessity of raising rates. 

Further economies have been achieved to a great extent 
in the past through interconnection and consolidation, and 
absorption of independent exchanges, but future savings 
from this source will necessarily be limited by the fact that 
comparatively few  inde- 
pendent exchanges are left, 
and in a large proportion 
of these there are sound 
economic reasons why it 
would not pay the Bell 
System to affiliate them 
into its network. 

Last year there were ap- 
proximately 14,000 inde- 








trolled by 9,000 companies. During the year, about 750 
exchanges were sold, most of them doing a very small busi- 
ness (only 43 of them were in Classes A, B or C.) 





Demand for In spite of all these factors tending 
Increased Rates to reduce costs, latterly the public 

demand for increased and improved 
service, coupled with the basic tendency of the industry 
toward higher costs with increased volume of business, has 
compelled a number of companies, both large and small, 
to apply for increased rates. In view of the fact that rates 
of many other utilities have been going down, and that the 
general trend of commodity prices has been downward for 
some time, such applications have met with considerable 
opposition. It will be understood from the above that 
merely letting costs advance and getting steadily higher 
rates is no solution for the industry’s problems, as before 
long it will involve reaching a level of rates which will 
prohibit further growth. 

Adjustments within the rate structure may temporarily 
relieve the situation. In the early days of the telephone, 
rates were charged per instrument per year, in other words, 
on an unlimited service basis precisely as in the case of 
the natural gas industry. The present arrangement, or 
“measured service rate,’ providing for the sale of calls in 
blocks, with a minimum block of a certain size, additional 
blocks of 50 or 100 calls to be charged for at a lower rate 
and as used, seems to be a sounder arrangement, in view 
of the economic fact that costs of operation in the telephone 
business vary with the number of calls, not merely with the 
number of telephones installed. 

Still further difficulty in raising rates will be found in 
the general tendency toward lower returns on money than 
in the recent past. Discussions of the famous “fair return 
on a fair investment” have hitherto been primarily taken 
up with the “fair investment,” that is, with determining 
methods of valuation. Now that progress has been made in 
these respects, it is possible that the “fair return” may 
come in for authoritative examination, and where certain 
decisions in the past have fixed 8% or 7%, without indicat- 
ing the basic reasons for such determination, it is possible 
lower rates may be held to be standard. 

Such developments should not materially hurt the posi- 
tion of well-financed telephone companies, as their financial 
structure should be flexible enough to allow of appropriate 
changes—say, through an increasing proportion of low cou- 
pon rate bonds. In case of some recent telephone financing 
among the smaller companies, particularly where established 
operators of independent exchanges have sold out to newly- 
formed companies securities have been issued with a thin 
margin of earnings over requirements, and investors should 
scrutinize such issues with especial care. 

As far as the major company is concerned, an interest- 
ing phase of the earnings situation is the development of 
revenue from sources originated by its research department 
and not directly connected with its regular communications 
business. Among these outgrowths of its research activi- 
ties have been such diversified uses as the public address 
system for simultaneous listening by large audiences, the 
orthophonic phonograph, talking movies, television, and in 
this class belong such extensions of the regular telephone 
business as transmission of photographs over telephone 
wires and transatlantic wireless telephony. Transmission 
of radio entertainment over the telephone wire may be just 
around the corner, and to it may be added television movies 
for the home. 

These activities of a non-public utility nature do not, of 
course, constitute any important part of the income of the 
American Telephone & 
Telegraph Co. In view of 
the fact of strict regulation 
by public service commis- 
sions, and the declared 
policy of using incr 
earnings to reduce charges 
or improve service, how- 
ever, they indicate certain 
very interesting long-pull 
possibilities for the stock. 
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Why Water Company Bonds 
Appeal to Investors 


By GEORGE L. OHRSTROM 


ONDS of well-managed water supply companies have 
always been regarded as exceptionally sound invest- 
ments. In recent years, however, they have become 
increasingly popular with all classes of investors, 

including large banks and insurance companies, trustees 
and individuals, until today such securities are more ex- 
tensively owned and more widely distributed than ever 
before. 

There are many reasons why water company bonds enjoy 
a high degree of favor. In any judicious selection of in- 
vestments, careful consideration should always be given 
to certain fundamental factors, such as safety of principal, 
stability of earnings, certainty of investment income, rea- 
sonable freedom from business risks, and a ready market 
in which to liquidate investment holdings whenever neces- 
sary or desired. 

Even a cursory study of water company bonds will show 
that they possess all of these requisites, and in some im- 
portant respects occupy a unique position in the investment 
field. 


Safety of It has been well said that “deep in every hu- 
Principal ™an being is a desire for certainty,” and that 

“this fundamental human trait applies with 
especial force to investments.” To every investor, there- 
fore, safety of principal is of prime importance. In the 
case of water supply companies, property valuation in- 
variably exceeds by a substantial margin the entire out- 
standing funded indebtedness. First mortgage water bonds, 
in most instances, represent loans ranging from 50% to 
75% of the total value of the mortgaged properties, ap- 
praised on the basis of reproduction cost, less depreciation. 
Such percentages are very conservative loans upon public 
utility properties, especially those which supply water’ for 
domestic and industrial purposes,—quite an indispensable 
service. 


Water Systems No property is more durable or more 

nearly indestructible than a _ water 
Permanent works system. The larger part of a 
water supply company’s physical assets, consisting of land, 
lakes, concrete dams, reservoirs, wells, and underground 
mains, are of a most permanent character. Once the mains 
“ placed in the ground they are there for a lifetime or 
onger. 

Many instances could be cited where water mains 
have been in actual service for generations. The item of 
depreciation is practically negligible. Pumping and other 
machinery also depreciate very slowly and seldom have to 
be replaced. The best-managed water supply companies, 
hevertheless, make liberal allowances for depreciation, 
which are ample to take care of any property deteriora- 
tion under ordinary conditions. 


Of equal 
importance 
to the mar- 
fin. of 
safety, represented by the 
Valuation of a borrowing 
company’s property over 
funded ¢ bt, is the remark- 


Earnines 
Remarkably 
table 
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able stability of water company earnings. Obviously, the 
prompt payment of interest and principal depends upon 
sufficient revenues. In no other industry are corporate 
earnings so little affected by changes in general business 
conditions. The water supply industry is the oldest of 
what are generally known as public utilities. It is based 
upon a necessity of life and is constant, in good times or 
bad. Even in periods of business or industrial depression, 
there is no appreciable falling off in water consumption; 
people may economize in other directions, but they do not 
curtail their use of water. For this reason, earnings of 
water companies are singularly free from wide fluctuations. 
Furthermore, as communities grow, and as industries de- 
velop and expand, demand for water service automatically 
increases and steadily augments water companies’ earn- 
ings. During the past six years, combined gross revenues 
of companies comprising one of the largest water supply 
systems in the United States under centralized manage- 
ment have increased more than 35%. 


Reasonable Another highly important fact is that 
Rates Assured in most States privately-owned water 

companies are under the jurisdiction 
of public utility commissions or other regulatory bodies 
who place valuations on water company properties for 
rate-making purposes. These authorities are committed to 
the firmly-established principle that water-supply com- 
panies, like other public utilities, are entitled to a fair 
return on the value of their properties used in rendering 
service. They usually establish rates which guarantee a 
return of from 7% to 8% upon property valuation. Water 
companies, therefore, are assured of reasonable rates for 
their service, and this in turn assures a dependable income 
for holders of water company bonds. Records show that 
net earnings of well-established and well-managed water 
supply companies are at least twice the interest charges 
on their entire outstanding funded indebtedness, and not 
infrequently exceed this ratio. 


Low Operating In this connection, it is interesting to 
Ratio note that operating ratios (the per- 

centage of gross earnings absorbed by 
operating costs) of water companies, particularly those 
under the control and supervision of a central holding and 
management corporation, are exceptionally low. These op- 
erating ratios vary, depending upon the size of communi- 
ties served, and upon the kind of system employed, whether 
a pumping system or a gravity system. The operating 
ratios of gravity water systems ordinarily range from 
about 20% to 45%, and of pumping systems, from 40% 
to 60%. These percentages are much less than the oper- 
ating ratios of most other types of utilities, owing chiefly 
to the following reasons: The cost of raw material is rela- 
tively small; the personnel 
required to operate a water 
plant is much smaller; and 
maintenance charges are 
considerably less, due to 
the fact that most of the 
assets of a water company 
require little attention. The 
depreciation factor is also 
much less than in other 
(Please turn to page 651) 
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Public Utility Security Suggestions 


These suggestions are made for the benefit of investors con- 
templating the purchase of additional securities. Owing to 
the uncertain character of the market, however, purchases 
should be limited until the market situation stabilizes. 


Bonds 


Operating Companies 
Approx. 
Price* 


Oklahoma Gas & Elec. Co., Ist 5’s, 1950. 
Ohio Power Co., Ist & Ref. 5’s, 1952.... 
Tex. Power & Light, lst & Ref. 5’s, 1956 
Mississippi Pr. Co., Ist & Ref. 5’s, 1955 


Pub. Serv. Co. of Okla., Ist “D” 5’s, 1957 
Ark, Pwr. & Legt., Ist & Ref. 5’s, 1956.. 
New Or. Pub. Serv., Ist & Ref. 5’s, 1952 
Missouri Pwr. & Legt., Ist “A” 544’s, 1955 
Puget Sound Power & Light, 
Ist & Ref. 514s, 1949 

Manitoba Power Co., Ist “A” 544’s, 1951 
Northern States -Pwr., 544% Notes, 1940 
Florida Power & Light, Ist 5’s, 1954... 
Tide Water Pwr. Co., Ist & Ref. 6’s, 1942 
Brooklyn Manhat’n Transit Sec. 6s, 1968 


*Fractions omitted. 


Fela 
% 
5.00 
5.00 


5.00 
5.00 


5.07 
5.08 
5.12 
5.18 
5.22 


5.26 
5.26 
5.28 
5.28 
5.69 
6.00 





Holding Companies 


Approx. 
Price 


Colum. Gas & Elec., Deb. 5’s, 1952 

Philadelphia Co., Sec. 5’s, 1967 

American Gas & Elec., Deb. 5’s, 2028.. 

Federal Let. & Trac., Ist 5’s, 1942 

Nevada Calif. Elec. Corp., lst Tru. 5’s, 
1956 

Continental Gas & Elec., Deb. 5’s, 1958 


United Lgt. & Pwr., Ist & Cons. 5%4’s, 
100 


107 
107 
106 
103 
106 
106 


National Pwr. & Legt., Deb. 6’s, 2026.... 
American Pwr. & Lgt., Deb. 6’s, 2016... 
Amer. Water Wks. & Elec., Deb. 6’s, 1975 
Penn-Ohio Edison Co., Deb. 6’s, 1950.. 
Lehigh Pwr. Securities, Deb. 6’s, 2026.. 
Southeastern Pwr. & Lgt., Deb. 6’s, 2025 


Cities Service Pwr. & Lgt., Deb. 514’s 
1952 98 


Standard Gas & Elec., Deb. 6’s, 1966.. 104 


Preferred Stocks 


Operating Companies 
Approx. 
Price 


Hudson & Manhattan R.R., 

New York Steam, $6 

Lexington Utilities, $6.50 

Kansas City Power & Light, $7 
New Orleans Public Service, $7 
Sioux City Gas & Electric, $7 
Florida Power & Light, $7 
Jersey Central Power & Light, $7 


Approx. 
Yield 
% 
5.62 
5.94 
6.37 
6.42 
6.60 
6.67 
6.73 
6.73 





Holding Companie. 
Approx. 


North American Edison, $6 

Middle West Utilities, $6 

West Penn Electric, $7 

United Light & Power, Class A, $6.50.. 
Electric Power & Light, $7 

Cities Service Power & Light, $7 
Continental Gas & Elec. Prior, $7 .... 
Breoklyn-Manhattan Transit, $6 


Common Stocks 


Operating Companies 
Approx. 
Price 


Con. Gas Elec. Let. & Pwr. (Balt.), $3 78 
Detroit Edison, $8 

Edison Elec. “Il. (Boston) $12 
Commonwealth Edison, $8 

Peoples Gas Light & Coke (Chicago) $8 174 
New England Tel. & Tel., $8 


Approx. 
Yield 
% 


3.80 
4.04 
4.18 
4.32 
4.60 
5.56 





Holding Companies 


Approx. 
Price 


Public Service Corp. of N. J., $2 
Southern California, Edison, $2 
Commonwealth Power, $3 

Columbia Gas & Electric, $5 
American Tel. & Tel., $9 

Northern States Power, Class A, $8.... 


Approx. 
Yield 
% 


5.07 
5.12 
5.18 
5.28 


5.33 
5.45 


5.50 
5.59 
5.60 


Approx. 
ield 
% 
5.88 
6.19 
6.25 
6.44 
6.54 
6.58 
6.60 
6.74 


Approx. 
Yield 


0 


3.77 
4.26 
4.29 
4.67 
5.14 
5.93 
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Stanley Moon Announces the New and Startling 


1929 MOON Aero 


(With 37 New and Exclusive Features) 


type 


Check Aerotype’s 37 exclusive features, Have its great Self-lubricating Chassis explained, demonstrated. This 
system is as far ahead of other methods as the common grease cup is an improvement over the antiquated 
oil-can. 36 other new ideas have given Aerotype Sixes and Eights a two-year leadership. See them today. 
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a noticeable, direct adverse influence on finance and busi- 


HOW THE LOSS OF GOLD AFFECTS AMERICAN 
FINANCE AND BUSINESS 


(Continued from page 553) 


yaying in gold. We may say that we have held such gold 
in trust against the world’s need. 

Exporting gold to re-establish the gold standard system 
throughout the world is certainly to our eventual advan- 
tage. No nation has more to gain than the United States 
fom a stable commercial world. If further retention of 
umecessary gold here should tend to further credit exten- 
sion, it might lead to an advance in commodity prices that 
wuld make it difficult to compete abroad and would 
teutralize the protective tariff barrier. The latter would 
wot be considered an unmixed evil by some, but the prevail- 
ng political theory is that a great increase of imports 
would be a disaster. 

Presumably the other nations of the world have returned, 
tare returning, to the gold standard because they believe 
tht in the long run it affords the best currency and the 
best financial systems. If they are right, our present ex- 
bortation of gold is for their benefit. The gold we return 
to them restores order, stability and security in their eco- 
lomie life. Eventually, it tends to increase the markets 
for our exports and widen the outlets for our surplus capi- 
tal. Under present tariff conditions, we can keep up our 
ports only by increasing our foreign expenditures, loans 
ind investments, or importing gold. Eventually, of course, 
mounting foreign credits will bring gold back to us, if noth- 
ing else docs, and may finally force cancellation of the 
government’s loans to the Allies; and, then, remodeling of 
our tariff structure. 

We may conclude then, in answer to our four questions: 
i The outflow of gold is not likely to be of long dura- 

n. 

2. Even if it did continue to its potential limitations, it 

heed not, and probably would not, have a serious, if even 
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ness in the United States. 
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3. An outflow of gold, within either automatic or volun- 
tary limitations, is likely to have an ultimate favorable 
outcome for us, because: 

4.° It will presumably benefit other nations. 


GOLD HOLDINGS OF PRINCIPAL COUNTRIES, 1926 
(Central Banks and Governments Only) 


U. S. Treasury and Federal 


Reserve Banks 
England 
France 
Germany 
Italy 
Belgium 
Czechoslovakia 
Netherlands 


Switzerland 
Yugoslavia 
Other Countries: 
Canada—Minister of 
Finance 


Argentine Government Con- 


version Fund 


$1,290,420,000 
170,245,000 
678,856,000 
278,687,000 
288,103,000 


1913 


59,131,000 
60,898,000 


786,800,000 


92,490,000 
32,801,005 
11,194,000 


115,894,000 
224,989,000 


* About $400,000,000 more in circulation. 


ESTIMATED MONETARY STOCK OF GOLD IN THE 
UNITED STATES AND THE AMOUNT PER CAPITA 


Fiscal 
Year Ended 
June 30 Population 
41,677,000 
53,693,000 
66,946,000 
97,837,000 
116,943,000 


Total 


Gold Stock 
$135,000,000 
542,732,063 
597,697,685 
1,866,619,157 
4,565,098,136 


1926 


$4,079,531,000* 


735,421,000 
711,106,000 
436,235,000 
220,732,000 
86,214,000 
80,731,000 
166,231,000 
84,605,000 
493,489,000 
91,050,000 
16,620,000 


158,105,000 
435,880,000 


Per Capita 
$3.23 
10.10 

8.93 
19.17 
89.04 


615 
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BORO BOT OO 
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TR OMUBU 


fp ERHAPS you 


have a 
** Where 
to Locate”’ 


problem 


If you have, we 


can place at your 


disposal the services 


of our Industrial 


Development De 


partment. 


AMERICAN 


WATER WORKS 
AND ELECTRIC 


COMPANY 


INCORPORATED 


50 Broad Street 
New York City 
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When doing business 


Unlisted Public Utility Bonds 


Forty Representative Issues 


Company 
a = Pr. & Lt. Corp. 


1st Ser. ‘‘A’’ Gold 5s 
American Pr. & Lt. Co. 
Deb. 6s 


Atlantic city Elec. Co. 
lst & Ref. 5s 


Birmingham Water Wks. Co. 
ist Ser. ‘“‘A’’ 5%s 
Blackstone Val. G. & E. Co. 
Mtg. & Ooll. 
Boston Cons, _ Co. 
Deb. 
Broad a paper Co, 
t & Ref. Ser. 
Burlington =? Gas Light Co, 


Ist Coll. 5s 
ees - Co. 


Detroit “city Gas 
Ist Ser. “3 5s 


suahe Pr. Lt. Co, 


1st 
5 SRARRAR RPS Ere peer oe 


Indianapolis Gas Co. 
Ist Cons. 5s .......- SyseKeabS chan pes ¥enee ee 


Lehigh Pr. Securities Cerp. 
Deb. Ser. ‘‘A’’ 6s 
Los Angeles Gas & Elec. Corp. 
DM CUPCch cessnahechtsse sce sa eowseoaseceee 
Minneapolis Gas Lt. Co. 
Ist Gen. 5s 
Mississippi Power Co. 
Ist & Ref. 5s 
Montreal i Ht. & Pr. Co. 
Ist Coll, Tr. 4%s 


New Amsterdam Gas Co. 
Ist Cons. 5s 

New Orleans Pub. Service, Inc. 
Gen’l 4%s 

Northern Ohio Tract. & Lt. Co. 
Ist Cons, 

Northern States Power Co. 
5%% notes 


Ogden Gas Co. 
Ist 5s 


Ist 5%s 
Penn Public Ser. Corp. 

lst & Ref. ‘‘D’’ 5s . 
meme ~ ee Transit Co. 


St. Paul Gas Lt. Co. 
Gen, (now Ist) 5s 

Southeastern P. & L, Co. 
(ex-warrants) Ser. 


Tennessee Pr. Co, 
Ist 5s .. 


United Lt. & Pr. Co. 
Ist & Cons. 5%s 


Washington Gas Lt. Co. 
Gen, (now Ist) 5s 


*® Callable price varies. 


Due Callable 


date * price 
101 
*102 
*105 
110 
105 
110 


105 
*105 


non-call 


105 
108 
110 


*107% 
105 
*10714 


*105 


*105 
106 


non-call 


*110 
#105 


105, 


105 


non-call 
105 
non-call 


*105 


non-call 


*105 


*105 


105 


#105 


non-call 


non-call 


*110 


107% 


#10714 


non-call 


Recent 
price 


99 

964% 

97% 
107% 
101% 
102 


103 
102 


101 


97% 


98% 
103% 


102% 


105% 
100 


99% 
100 


with our advertisers, kindly mention THE MAGAZINE OF WALL 
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eeeee Wo You 
Make MONEY in the Stock Market ? 


Ww 


Is making money in the stock market a matter of chance with you? 
Are YOU just as likely to lose as to win? Do you make profits one time, 
losses another? Or do you invariably make a profit when you engage in 
stock market speculation? 





Are you certain to make money? 


Whether you win or lose is very definitely decided before you place 
your order. 


Do you know the rules? 
Do you know the principles of speculation which are essential to suc- 
cess in the stock market? 


Are you familiar with the principles upon which all the great speculative for- 
tunes have been based—without which no one has yet been able to “‘beat” the stock 


market? 





What tkose principles are, what they comprise is clearly, completely, convincingly 
set forth in “Beating the Stock Market,” by popular accord the most authoritative 
book on stock market speculation. 








If you follow these principles, you should be successful at all times, you should make 


money consistently—and keep it. 


You can read this book without cost. You do not have to pay for it, unless you 
choose. The regular price of the book is $2.00. Through a special arrangement a complete 
edition is being offered at one-half price, $1.00. Send for it. Read it. Profit by it. There 
is no obligation, except to return it if you do not believe that it is worth the dollar to you. 





a « «4 Remember that we 
do not care whether you pay 
for it — 


Please send without charge or any obligation 
a copy of “Beating the Stock Market.” After 
having read it I am free to send $1.00 (one-half 
price) or return the book. 


We do want you to read it. 
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ANSW 


The Personal Service Department en- 
ables you to adapt THE MAGAZINE OF 
WALL STREET to your personal problems. 
If you are a yearly subscriber, you are 
entitled to receive FREE OF CHARGE a 
reasonable number of PERSONAL RE- 
PLIES BY MAIL OR WIRE on any se- 
curity in which you may be interested. 
The inquiries presented in each issue are 
only a few of the thousands currently. re- . 


“SERVICE -SECTION: 


URSSAUCAATRSERSESURssaetEness jAOUIAEAREOGEDERSSPDRARSEORASIIOSU EOI CSAEERSIMRBEEDINIAESRET ESTES. 


ERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 


ceived and replied to. The use of this per- 
sonal inquiry service in conjunction with 
your subscription to the Magazine should 
help you to get hundreds or thousands of 
dollars of value from your $7.50 subscrip- 


tion. 


Inquiries cannot be received or an- 
swered by telephone nor can persona] in- 


terviews be granted. 
»» subscribers of course will not be answered. 





@ 


Inquiries from non- 














HUDSON & MANHATTAN PR. R. 


On your advice last year I purchased 50 shares 
of Hudson & Manhattan at 41. Of course I am 
well pleased with the commitment, but I am 
tuondering f I should take the profit of close to 
$1,000 available at present. This stock has sold 
over 70, but is now down 15 points from the 
high. Do you think it will recover?—H. W. L., 
Indianapohs, 

Hudson & Manhattan Railroad owns 
and operates a double tube tunnel sys- 
tem under the Hudson River, between 
New York City, Hoboken and Jersey 
City, N. J., it being entirely a passen- 
ger railroad, providing rapid transit 
from Manhattan Island to the ter- 
minals of the Delaware, Lackawanna 
& Western, and Erie railroads, and 
Pennsylvania Railroad’s Jersey City 
Terminal. Through a traffic agree- 
ment with Pennsylvania through serv- 
ice is maintained to Newark, N. J. 
Hudson & Manhattan’s property in- 
cludes the two Hudson Terminal build- 
ings in downtown New York, which 
provide large revenue from rentals. 
Gross income has shown annual in- 
creases over a ten-year period, and 
net has expanded in each year since 
1920. While enjoying the benefits of 
constant municipal growth, the com- 
pany is not restricted to the 5-cent 
fare limitation of New York City lines, 
the road being under the jurisdiction 
of the Interstate Commerce Commis- 
sion. Income in 1927 was equal to 
$4.68 a common share against $4.63 a 
share in 1926. Bus competition result- 
ing from the opening of the new Hol- 
land Tunnel under the Hudson River 
and the eventual completion of the new 
Hudson River bridge will doubtless 
tend to temporarily limit expansion in 
both gross and net revenues, but po- 
tential substantial development of the 
community territory served augurs 
well for the future of Hudson & Man- 
hattan. The high price levels attained 
earlier this year seemed hardly war- 
ranted by existing conditions, but on 
the basis of present quotations we be- 





Are You Sure of Your Broker? 

We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 





1 Be Brief. 





Subscribers wishing to avail themselves of the privileges of the Personal 
Service Department should be guided by the following: 


2 Confine requests for an opinion to THREE SECURITIES ONLY. 
3 Special rates upon request to those requiring additional service. 
4 Write name and address plainly. 








lieve retention justified for income and 
further price appreciation. 


ELECTRIC STORAGE BATTERY 


I am thinking of purchasing 25 shares of 
Electric Storage Battery around 75. This stock 
looks good to me as it will yield well over 6%, 
and I understand the company has contracts to 
supply storage batteries to General Motors, Ford. 
Dodge, etc. Would you_advise a commitment at 
this time?—N. L. M., Orange, N. J. 


Despite a general slowing down in 
the automotive industry last year and 
the trend away from the use of battery 
operated radio receiving sets, Electric 
Storage Battery made a_ reasonably 
favorable showing, when profits were 
equal to $7.08 a common share against 
$7.83 a share in 1926. ‘The company’s 
new batteryless radio power units have 
been favorably received which, to- 
gether with increased activity in the 
automotive industry, have served to 
increase earnings in the first half of 
1928 over the same period of 1927, al- 
though definite figures are not avail- 
able. At present the company is un- 
derstood to be furnishing about three- 


. quarters of all batteries in all divisions 


of General Motors, about one-half of 


the batteries used by Ford, all those 
used by Dodge, in addition to supply: 
ing batteries used in other cars. On 
the whole, present indications are that 
profits in the full 1928 year will range 
sharply higher than 1927. Capitaliza- 
tion is represented almost wholly by 
805,181 no par shares of common stock, 
being preceded by only $31,400 pre 
ferred and an excellent financial posi- 
tion permits the distribution of 4 
major portion of profits as dividends. 
The shares commend themselves 48 
income media and enhancement poss! 
bilities over a reasonable period are 
favorable. 


U. S. INDUSTRIAL ALCOHOL 


In the fall of last year I paid $77 a share ie 
U. S. Industrial Alcohol. Naturally I am we 
satishied with the paper profit on the stock 
though I regret that I did not sell around $120. 
Would you recommend taking the profit of twenty 
po'nts which is now available to me?—G. W. Fa 
Albany, N. Y. 


U.S. Industrial Alcohol ranks as the 
strongest alcohol producer in the coun- 
try, earnings of which have averaged 
better than $10 a-common share 4l- 

(Please turn to page 631) 


When Quick Service Is Required Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect _ 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





SS 


H 


oS 
“¢ 
2% 
aon 








HHS VTS GBB VS GSS GBS BWV VVVWS GGG BVDV SVS GMS GG GSS GSS VSS SF SSH HSS SAF VASA ADV A*T TET 
* 


Did You Take Profits and Check Losses 


During Recent Market Movements ? 


UBSCRIBERS to The Investment and Business Forecast of The 
Magazine of Wall Street can answer “Yes” to this question. 
Besides, they have been definitely advised as to the stocks to hold 


regardless of current fluctuations. 


=... 2.4 «24 


The sound market position which our subscribers are able to main- 
tain at all times is very gratifying to them and to us—especially when 
we consider that the June break which carried into the current month 
caused individual losses running into hundreds of thousands of dol- 
lars. And these losses in many cases were suffered by prominent 
leaders of financial thought and market activity. 


No Expense Spared To Render Profitable 
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. Individual Service 
/ 4 
We A complete list of every Forecast transaction closed ‘ 
nce ! out from January 1 to July 15 is available. , 
Our istent in sending our subscribers cost within the means of the small investor and trader. , 
) money-making and money-saving r ions is ¢ 
saal ) largely due to our having spared no expense in build- IT IS NET RESULTS THAT COUNT. In your own > 
\ ing up a security advisory organization which is as business you do not expect to be right all of the ’ 
| near perfection as possible. Our high percentage of time. The Investment and Business Forecast. is run 4 
¥ accuracy is the result of the sums we are constantly on the same careful, business-like, basis. Our experience : 
y \ expending for research work and for expanding our has proved that, at the end of six months or a year, ¢ 
: | staff of market experts. We are regularly adding new when our subscribers cast up their accounts they find 4 
} costly features of individual service and yet, on ac- their profits overwhelmingly lance their ; 
/ count of the constantly increasing number of satisfied losses, with results far better than __ could expect ¢ 
! subscribers, we are enabled to keep our subscription from relying on their own judgment. ' 
( e ) 
» ace Market—Entering New Phase— ; 
supply Again Presents Great Possibilities ‘ 
rs. ' 4 
re that JB} HE market is entering an entirely new phase. New opportunities ; 
ll range My for outstanding market profits will be presented in the next few , 
pitaliza- ! weeks. To derive the “cream” of these profits you should get in on ; 
pe ds h the movement at its very beginning. We would strongly urge, there- ; 
my nt \ fore, that you place your subscription to the Forecast at once. ; 
. - } 4 
ial posi- Mf) b pds ¢ 
a | Mail the coupon below at once and we will: ; 
vidends. | 4 
Ives 33 MR} (a) telegraph or cable you immediately three to five stocks so that you may take a y4 
+ possi: Maal trading position without delay. These stocks will be selected from our regular de- ? 
it p > 
‘iod are My partments so that you will be advised when to close them out; ¢ 
\ send you the regular weekly and all special issues and recommendations of The ? 
/ Investment and Business Forecast for six months, summarizing by wire or cable all THE : 
N important advices—when to make commitments and when to close them out; ¢ 
) analyze your present and contemplated holdings at any time during the entire life COMPLETE ) 
/ of your IS ag and tell you what to do with each security you own; SERVICE ; 
HOL \ wire you within the next six weeks (in addition to the regular and special advices ¢ 
f of the Forecast) individual profit r tions covering three stocks of which ’ 
, share fa we will keep a card index record and advise ycu by personal hefegrese when to ¢ 
I an close them out. We endeavor to send only one of these recom dations at a time. ; 
nd $120. 
r Par THE INVESTMENT —-~———-—— SIX MONTHS’ TEST SUBSCRIPTION COUPON)... é 
G. WP AND BUSINESS | Special Rate of $75—Saves You $25 
as the . ° | THE INVESTMENT AND BUSINESS FORECAST | 
A coun- FORECAST | of The Magazine of Wall Street, 42 Broadway, New York City. 
vera! ° z | Wire I enclose $75 to cover my test subscription tp The Investment and 
an- Is the only security | i Business Forecast for the next six months. I understand that I 
are Service am entitled to all the privileges outlined above. 
1) advisory service con- | Wanted 
ducted by or affiliated in OP eae tee Tee ene reer eee ey eeeey | © 
d any way with Th e Mag- | Paar la alle oem eT RRR Sac ats ane eee Le i 
azine of Wall Street. | (hc AC eee 
| O No (Wire me collect upon receipt of this coupon, three to 
hee ' five stocks in which to make commitments at the market 
SLOPES OLSSTTSTCOCOCOCOES July 28 as mentioned in (a). 


Out of Town 
Accounts 


Thousands of large and small 
accounts are being handled by 
our Mail Investment Depart- 
ment from all over the United 
States and many Foreign Coun- 
tries. 

This department is always 
willing to correspond with 
customers in distant parts and 
aid in selecting securities most 
suited to their particular needs. 
Copy of our interesting booklet 
“Odd Lot Trading” sent upon 
request. 


Ask for M.W. 710 
Curb Securities Bought or Sold for Cash 


John Muir&@ 


Members 
New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


50 Broadway New York 


The 
International 
Nickel Company 


(Incorporated) 


A Study of the Company 
Sent Upon Request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Market 


115 Broadway 350 Madison Ave. 
New York New York 


Branch Office 
1605 Walnut Street Philadelphia, Pa. 





|New York Stock Exchange 


RAILS 


War Post-War 

Period Period 
a a Last Divi 
1914-1918 1919-1927 Sale § Py 
High Low Low 17/18/28 Shan 
111% #470 182% 186 

obbeRd 600006 eee 102% $75 

Atlantic Coast Line.. é 126 19% . 268 
Baltimore & Ohio ............ = 88% 


eee eee eee ee ee eee es 


Do Pfd. 
Chi. & Northwestern 
Chicago, R. I. 

Do 7% Pfa 


Delaware & Hudson .. 
Delaware, & W 
Erie 


Do Ist Pfd. 

Do 2nd Pfd. 
Great Northern Pfd. 
Hudson & Manhattan 
Illinois Central 
Interborough Rap. Transit 
Kansas City So 


Do . 
Lehigh V 
Louisville ry Weshvilic 
Mo., —— 


> eomromantcontS: — 


St. Leuis-Southwestern 
Seaboard Air Lin 

Do Pfd. 
Southern Pacific 
Southern Railway 


Do Pfd. 
Texas & Pacific 
Union Pacific . 





INDUSTRIALS 


Post-War 
Period 
"a 
1919-1927 







Pre-War War 
Period Period 
jf ———, 
1909-1913 1914-1918 
High Low High Low 


ebacgn¥staseve 270 154% 


Last Divé 

——.__ Sale $ Pu 
Low 7/18/28 Share 

6 


eae eeeeeeseee 


108% 56% 188% 
ie B8 oe 118% an 


a mo co 2-208 we: : 





133 
122% 
115 


*. 
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Gulf St. 
Houston 
Hudson 
Hupp M 
Inland § 
Inspirati 
Inter, 


4 
es 
& co 


> eormreo man thewtt: — 


ae 
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@-tam-ae- 2 2: 


5-2 e* mo co a e -ate ge: 4 





Price Range of Active Stocks 


INDUSTRIALS (Continued) 


Pre-War War Post-War 
Period Period Period 


ceive Tl aueetneee WEE eerie | 
1909-1913 1914-1918 1919-1927 
High Low High Low High 
136% 99% 126% 89% 
133% 110 123 106 
153% 101 
*530 8 =*200 


Am, Sugar 
fd. 


Am, Tobacco 
Do Com. B 

Am, Water Works & Elec.... 
Am, Woolen 

Do Pfd. 

Anaconda Copper 
Associated Dry Goods. 
Do ist Pid. ....... 





Do Pfd. : 
Baldwin Locomotive 
Pfd 


Do 7% Pfd, ‘ 
Brooklyn Edison Electric 
Brooklyn Union Gas 





Colorado Fuel & Iron 20 
Columbia Gas & Elec sys “ 14% 
Congoleum-Nairn pe ae a -- %184% 
Consolidated Cigar ae ati ie 
Consolidated Gas *1144%4 *150% *112% 
Continental Can a> ae i. “ie *3714 
Corn Products Refining.. 26% 71% 60% 7 
Do Pfd. --. 96% 61 118% 658% 
Crucible Steel 19% 6% 109% 12% 
Cuba Cane Sugar oe «s 16% 24% 
Do Pfd. - e 100% 77% 
Cuban-American Sugar *58 83 *273 *38 
Cuyamel Fruit ds Pe is is 
Davison Chemical es 
Dupont de Nemours. «0 ne “s ac 
Eastman Kodak *No Sales *605  *690 
Electric Storage Battery #64144 *42 *78 742% 
Endicott-Johnson on oe oe oe 
Do Pfd. 
Fisk Rubber .. 
Do Ist Pfd. ... 
Fleischmann Co, .. 
Foundation Co. a 
Freeport-Texas Se nm 10% 
General Asphalt 15% 389% 
General Cigar « on 
General Electric 129% 187% 
Geveral Motors *25 *850 








15% 80% 
13% 116% 


26 120 
Great Northern Ore Ctfs. 25% 50% 
Gulf States Steel bas o. 137 
Houston Oil 8 86 
Hudson Motor Car .° 
Hupp Motor Car 
Inland Steel 





21% 18% 
Inter, Business Mach. . oo 
Inter, Combustion Eng 
Inter, Harvester o* 
Inter, 9 2% 
Do 27% 12% 
Inter, Ni *227Y%, *135 
Inter, Paper % 6% 
Relly-Springfield Tire ........ oe 
Do 8% Pfd 
Kennecott Copper 
Kinney (G, BR.) Co 
lima Locomotive 





*215%4 *150 *239% 


*88 65 *97% 
30% 18% 49% 
*161 © *96% *189 


. 


National Enam, & Stam 
National Lead 4 
N.Y. Air Brake........... kis 


di, 745 % 
4 136 55% *1456% 
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INVESTMENTS 


Founded in 1865, we 
have endeavored to ad- 
here to the policy of 
recommending for in- 
vestment securities of 
soundly financed and 
well managed compan- 
ies. By adopting this 
policy in purchasing 
securities, we believe 
that investors will 
obtain desirable results. 


Recommendations on request 


Kipper, — & Co. 


Founded 1865 


NEW YORK BOSTON 
17 Wall St. 115 Devonshire St. 
10 E. 45th St. 216 Berkeley St. 


NEWARK PROVIDENCE 
5 Clinton St. 10 Weybosset St. 























Westinghouse 
Electric & 


Manufacturing Co. 


We have prepared 
a comprehensive 
study of Westing- 
house Electric & 
Manufacturing Co. 


Copies on Request 


PYNCHON & CO. 


Member New York Stock Exchange 
11 Broadway New York 
The Rookery 361 Broadway 


Chicago Milwaukee 


412 Ward Building 
Battle Creek 


London Liverpool Manchester 














INVESTOR 





THE European-bound in- 
vestor need not be out of 
contact with the American 
stock markets. Cable com- 
munication from our 
Correspondents in Paris, 
London, Brussels and Am- 
sterdam customarily estab- 
lished in 1% minutes. 
Orders from Europe, or 
from trans-Atlantic liners 
by radio, executed at offi- 
cial commission rates. Full 
details of this Two-Con- 
tinent service explained in 
our Circular TC-107. 


de Saint Phalle €? Co. 


Members New York Stock Exchange 
1x Wall Street, New York 


Correspondents: 
Banque de Saint Pha‘le . . Paris 
Saint Phalle, Ltd. . . . Lrrdon 
Banque de Saint Phal‘e . Prusse's 
Van Niersp€? Co. . . Amsterdam 





In the 
Weekly Market Letter 


Recent Corporate Analyses 


Chile Copper Company 
Allis Chalmers Mfg. Co. 
Electric Storage Battery Co. 
Manhattan Shirt Company 
Victor Talking Machine Co. 
Howe Sound Company 


Copies of those desired 


sent on request 


Accounts carried on 
conservative margin 


McClave & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Market (Associate) 


67 Exchance Place 
New York 


Telephone Hanover 3542 


BRANCHES 
Hotel Ansonia, 73rd St. and B’wav, N. Y. 
1451 Broadway, Cor, 4Ist St., N. Y. 
5 East 4th St., N. Y. 
New Brunswick, N. J. 





INDUSTRIALS (Continued) 


Pre-War 
Period 
a 
1909-1913 


. fa 27 
North American *81 
Do Pfd. - , a “és oe 
Packard Motor Car 
Pan,-Am. Pet. & Trans 
Do Class B. 
Paramount-Fam, Players Lasky 
Philadelphia Co. 
Phila. & Reading C. & I 
Phillips Petroleum 
Pierce-Arrow 
Do Pfd. a 
Pittsburgh Coal *10 
Postum Co. os 
56 1842 
112 8842 
Pullman Inc. £00 149 
Punta Alegre Sugar ii me 
Pure Oil 
Radio Corp. of America 
Republic Iron & Steel 
Do Pfd, 
Royal Dutch N. Y. 
Savage Arms 
Schulte Retail Stores 
Sers, Roebuck & Co 
Shell Trans. & Trading 
Shell Union Oil 
Simmons Company 
Simms Petroleum 
Sinclair Consol. Oil 
Skelly Oil 
Sloss-Sh. Steel & Iron 
Standard Qil of Calif 
Standard Off of N. J 
Stewart-Warner Speed 
Stromberg Carburetor 
Studebaker Company 
Do Pfd. 
Tennessee Cop. & Chem 
Texas Company 
Texas Gulf Sulphur 
Tex, & Pac. Coal & Oil 
Tide Water Oil 
Timken Roller Bearing 
™ehacco Products 


49% 15% 
11% 64% 


*124% *101 


67% 

93% 
*800 
*100% 


Tra~scontinental Oil 
Union Oil of Calif ee 
United Cigar Stores “> *127% 
Un‘ted Fruit , 175 
U. 8. Cast I, Pipes F 31% 
Pfd. 67% 


171% , 


68% 

80% 
115% 

81% 
186% 
123 


Western Union 105% 
Westinghouse Air Brake 143 
Westinghoise E. & M 14% 


‘White Eagle Oil 


White Motors tile ex 60 
Willys-Overland *50 8 *325 
Do Pfd. — WA 100 
Wilson & Co. he 84% 
Woolworth (F. W.) Co *76% *151 


Worthington Pump 69 
100 


718% 
Youngstown Sh. & Tube ne 


+ Bid price,..: $ Not’ including extras. 


War 
Period 
ens een 
1914-1918 
High Low 
9% 10% 
*38% 


35 


21% 


25 
88 


Post-War 
Period 


eats a 
1919-1927 

High Low 
15% 
17% 
31% 

9% 
38% 
84% 


40 
261% 
34% 
16 


87%4 
‘ 


17% 


69 


106% 


29 


81% 


25% 


19% 


*355 
*43 
21 
20 
70 
11 
112 


165 


§In stock. 


59% 


* Old stock. 


New York Stock Exchange 
Price Range of Active Stocks 


1928 Last Div'é 
_al_. Sale § Per 
High Low 17/18/28 Shar 
4% 47% 8, 
78% 58% 69% §lo%, 
5554 53% +54 3 
84% 56% 738% 4 
58% 38% 41% .. 
54% 37% 42% 
181% 111% 198% 
174% 145 150 
27% 
35% 
10% 
87% 
36% 
61% 
18 
13% 
41% 
79% 
24%, 
19 
85% 
49% 
102 
4458 
60% 
49% 
824%, 
39% 
23% 
55% 
18% 
17% 
25 
102 
53 
87% 
IW", 
44 
57 
121% 
10% 
50 
14% 
12% 
14% 
112% 
9714 
113 
6% 
42%, 
25 
181% 
199% 
115 
102% 
61% 
27 
55 
391% 
182% 
13855 
60 
13914 
42% 
8814 
0% 
20% 
17% 
92%, 
1614 11% 
196%, 175% 
87% 28 
581, 46% 

51 41 
106736 834% 
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Securities Analyzed, Rated 
and Mentioned in 
this Issue 


Industrials 
Ajax Rubber 


Consolidations. Financial 
Record of 20 Typical Indus- 
trials After Consolidations. 


Electric Storage Battery 
Endico‘t-Johnson 

General Motors 

B. F. Goodrich 

Guaranteed Stocks.......... 562 
Preferred Stocks 

Common Stocks 

Preferred Stock Guide 

U. S. Industrial Alcohol 

F, W. Woolworth Co 


Worthington Pump & Ma- 
chinery 


Commodities 


Automobiles 
Copper 


Leather 


Bond Buyers’ Guide 


Mid-Year Re-Investment 
Guide 


Public Utility Bonds, Unlisted 616 
Real Estate Mortgage 


Railroads 


Great Northern Railway 
ad. COMME a pie ot c's 564 


Public Utilities 
Hudson & Manhattan R. R... 618 


Mid-Year Review of Public 
Rritics | atts d vest pees 585 


Preferred Stocks 


Common Stocks........00.. 614 
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A New Straus Service 


OR nearly half a century investors have 

come to S. W. STRAUS & Co. for safe in- 
vestments. They have not been disappointed, 
for the first mortgage real estate bonds under- 
written and safeguarded by us have earned a 
place in the market and a reputation for sound- 
ness. The steady growth of our clientele, now 
numbering into the hundreds of thousands, is 
testimony to the satisfaction of our customers. 


Now, these clients, and all other in- 
vestors, may obtain not only safety but 
wide diversification in our offerings. 


These include carefully selected rail- 
road, public utility, municipal, indus- 
trial, foreign, and real estate bonds, 
‘ ranging in yields from about 4 to 7%. 


Investors will find it to their interest to take 
advantage of this new STRAUS service. We 
suggest that you write us, telling us what your 
investment requirements are, and asking us 
for current offerings. Specify 


BOOKLET D-568 


S.W. STRAUS & CO. 


INVESTMENT BONDS INCORPORATED 


Srraus BuILDING Straus BuILpING 
565 Fifth Avenue at 46th Street Michigan Ave. at Jackson Blvd. 
New York Cuxicaco 


Straus BulLDINGc 
7) Post Street, SAN FRANCISCO 








ESTABLISHED IN 1882 







































































Cable Address: Stiroust 


STEINER, ROUSE & STROOCK 


Members 
New York Stock Exchange Chicago Board of Trade 
Rubber Exchanze of N. Y. New York Curb Market 
New York Cotton Exchange Asso. 


NEW YORK 
25 Broad St. 


Te!. Hanover 0700 


|| 299 Madison Ave. Paramount Building 
Tei. Murray Hill 7771 Tel, Lackawanna 5800 


BIRMINGHAM, ALABAMA 
Steiner Building 


Telephone 3-7161 \ 
—————— 

















Boot Kins 


Established 1873 
Members N. Y. Stock Exchange 


Accounts Carried 


Conservative Margin 


Weekly 
Market Letter 


on request 


25 Broad St., New York 


Telephone Hanover 8030-8045, Incl. 




















Important 
Factor 


By converting water falls and 
rivers into power, by piping 
‘natural gas to consumers, by 
furnishing heat, light, and 
ice to 53 communities, In- 
ternational Utilities Corpora- 
tion is an important factor 
ing the public utility field. 


INTERNATIONAL 
UTILITIES 
CORPORATION 


120 Broadway :: New York 
































THE MAGAZINE or WALL STREETS 


CoMMON STOCK PRICE INDEX 


(1925 Closing Prices =100 ) 
1928 Indexes 





1927 Indexes 
(308 Issues) Recent Indexes (264 Issues) 
A——, —_—s——, Close High Low 
Low July 7 July 14 
128.9 


Hi ea—_—_—————, 
COMBINED AVERAGE -9 109.2 124.1 116.38 116.8 96.7 
Railroads 1 119.5 183,38 128.5 132.0 140.2 98.5 


Agricultural Implements x é (Begun 1928) 

Alcohol 145,8 .1 175.8 82,1 

Automobile Accessories 96.8 75.6 
Automobiles 89.8 

Baking (1926 Cl.—100) 100.6 5 

Biscuit (Begun 1928) 

160,2 108.5 

119.9 17.8 

168.9 132.0 

(Begun 1928) 

101 78.9 

105.9 

59.8 

64,5 

147.3 

97.6 

47.8 

69,6 

A 89,1 

(Begun 1928) 

152.3 82.8 

118.4 69.5 

120.3 96,8 

103.5 86.9 

182.5 98,1 

128.9 100.3 

(Begun 1928) 

152.3 69,8 

(Begun 1928) 

74.8 


Group 





S3sei 
2one 


eel aie 


SSSRRS ISS 


~ 
80 8 20 wm 80 mh 00 20 
~~ 
SwROMemannawy 
© 


Dairy Products 

Department Stores 

Drugs & Toilet Articles .... 
Electric Apparatus 

Fertilizers 

Five & Ten Cent Stores 
Furniture 

Household Appliances 

Mail Order 

Marine 

Motion Pictures 

Petroleum & Natural Gas .... 
Public Utilities 1 
Railroad Equipment 
Restaurants 
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H—New HIGH .record since 1925, 
h—New HIGH record this year. 
l1—New LOW record this year. 


39 
RAILROADS 


THE MAGAZINE OF WALL STREETS 
COMMON STOCK PRICE INDEX 
PRICES 


A 
— 1926 — “—1927-——_ 1928 


Sane | 








(An unweighted Index of weekly closing prices —- designed for investors. The 1928 
Index includes 308 issues, di. ted among 38 leading industries, and covers about 90% 
of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
It is compensated for stock dividends, rights and assessments; and reflects all important price 
movements with a high degree of accuracy. Our method of making annual revisions 1” the 


in the market, without impairing its continuity or introducing cumulatively inaccuracies.) 





list of stocks included, renders it possible to keep the Index abreast with evolutionary changes 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 














I 


JUL 





PROFITS petween JULY 16,1927 anp JULY 14 1928 
50% MARGIN Basis 
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are you profiting from this advance in 


Electric Light & Power Stock ? 


Note these different stock groups, as motors, oils, rubbers, etc.—which has been 
showing the most profit? 

@ Over months past, at a time most persons overlooked them, the American Se- 
curities Service has again and again pointed out the sound position and pos- 
sibilities for real profit in electric light and power stocks. 

@ Compare the results, what different stock groups have done. Whereas steel 
stocks, if bought on a conservative margin of half their cost price and held the 
past year, show 12% profit—coal and sugars a loss—these electric light and 
power stocks show a 74% profit. 





Sound security considered, these electric light and power issues have been the 
choicest stocks on the board. 
@ Market conditions are selective. Certain stocks are simply doing better than others— 
in the same market. See for instance—in diagram at right, during 
July to February how utilities forged ahead of rails. Note on diagram 
at top how electric light and power stocks show 32% more profits over 
the year than the general market average. 
@ During four years now, the American Securities Service has been 
recommending more electric light and power stocks than any other one 
group—and every purchase has shown «a profit. 


What further profits ahead now? 


@ While various stocks in other groups are now high, and unsafe, certain sound electric light 
and power stocks offer fine promise, yet. 

@ These particular stocks are described, and the whole electric light and power outlook analyzed 
with care, in another special report just’ prepared for our clients. ‘This report should prove 
valuable, as our previous reports have been. A few extra copies reserved for distribution, free, 


as long as the supply lasts. 
Clip Coupon at Right 














American Securities 
. American Securities Service 
Service 2319 Singer eae Tower, New York 
2319 Singer Building Tower Kindly send me copy of your latest “Special 


Report on Electric Light & Power Stocks,’ 
New York ro ~~ of “Making Profits in Securities,” 
oth free. 
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Confidence In 
INSURANSHARES 


NSURANSHARES TRUST CERTIFICATES were first 
I offered to the public in April, 1927. Since 
that time, more than 6,500 investors have pur- 
chased in excess of $14,000,900 worth of these 
certificates. -~*CONFIDENCE has made this 
remarkable record possible. 


Holders of these Certificates have unbounded confidence 
in the future. They take Sarety for granted, because 
they know that the stocks of 61 great Insurance Com- 
panies and Banks, with combined capital, surplus and 
reserves of over $1,100,000,000, underlie their investments. 


They believe that InsuRANSHARES TRUST CERTIFICATES 
will always yield a satisfactory and increasing income 
because that has been the history of Insurance Com- 
panies for twenty years, through wars, panics and Bap 
Times as well as Goon. 


They believe that the market value of their Certificates 
will increase yeer by year because the stocks of lead‘nz 
Insurance Companies and Banks have steadily appreciated 
during the past quarter of a century. 


This confidence on the part of the holders has been 
justified by the actual records of INsSURANSHARES TRUST 
CertiricaTes which have yiélded a satisfactory income 
and have shown a large gain in market value. 


Send or call for recently issued 
circular giving further details. 


INSURANSHARES CORPORATION 


44 Wall Street, New York :: Tel. Whitehall 9038 



































8% N.C.C.A. Certificates 


An Attractive Investment 


I—National Cash Credit Ass'n is a 
holding Company with 9 subsidiary 
companies having 38 offices in 
States. 

2—N. C. C. A. Certificates of Indebt- 
edness are a direct obligation 
against the entire assets of the As- 
sociation. 

3—There are over 6,000 holders of 
N. C. C. A. Securities. 

4—They are redeemable on demand 
at any time after one year. 

5—Carrying interest at the rate of 8%, 
your investment doubles in about 
9 years. 





6—They are issued in sums of from 


$50,000 down to $25.00. 


7—Interest can be drawn monthly, 
which enables you to re-invest 
funds promptly or meet monthly 
expenses. 


8—The Association has shown con- 
sistent growth and substantial in- 
crease in profits every year. 


We have prepared a new booklet. 
“Building Wealth Through 8%,” 
which we would be glad to send 
free upon request. 


We invite you to call at our office, or, if more 
convenient, mail coupon asking for circular 915 


National Cash Credit Corp 


141 Broadway 
New York, N.Y. 


Name 





SCIENTIFIC RATE MAKING 
WITH SPECIAL REFERENCE TO 
THE RATE OF RETURN AL. 
LOWED ON THE PROPERTIES 


(Continued from page 597) 


between individual issues. But the ac- 
tual cash funds contributed have been 
expended in property at a high price 
oasis. This has been true for all capi- 
tal expenditures back to 1917, and in 
many cases affects the bulk of the in- 
vestment in the properties. 

Although these securities have been 
‘ssued at a time of low interest rates 
and high prices, the actual rate of re- 
turn that had become accepted for rate- 
making during the preceding five years 
3 high. Consider now during the next 
‘ive or ten years a downward revision 
n rate of return allowed, then con- 
sider also a reduction in the general 
‘evel of prices, and finally compute the 
combined effect upon the return al- 
‘owed upon a property constructed 
during the high price period of the 
past five or ten years. If the proper- 
ties have been constructed preponder- 
antly during this high price period, 
then while the present stock equities 
and returns are high, ultimately they 
will inevitably be reduced; there will 
be losses to investors and impaired 
financial standing of the entire busi- 
ness. 


Who Opposes In conclusion, let us 
Exact restate that under 
Standards? present standards, 
the practical diffi- 
culties of rate making, the incongrui- 
ties between investment and return, 
and the financial instability imposed 
upon the utilities, are all indefensible 
upon grounds of long-term policy. 
They happen to be advantageous to 
certain groups at the present time. 
The interests that are now benefiting 
greatly from the uncertainty and the 
confusion are small in number, and 
have in the aggregate little actual in- 
vestment of their own at staxe. They 
are not concerned with the responsibili- 
ties of operation,.and have no interest 
‘n the consumers or the real investors. 
They must be kept distinct both from 
the actual management of the proper- 
ties and from the actual investors in 
the great mass of securities through 
which the funds for the public service 
have been obtained. They are dis- 
tinctly an extraneous speculative group 
in the utility field. : 
It is this group which is primarily 
responsible for the activities and prop- 
aganda which have been disclosed dur- 
ing the recent months by the Federal 
Trade Commission. By their activl- 
ties, they make the work of the opera- 
tors more difficult, bringing upon the 
management the ill will that the real 
operators do not deserve, and are do- 
ing the real investors great harm. 
They do not constitute a bona fide 
g-oup in the public utilities. They 
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CONSOLIDATED STATEMENT 


Bancitaly Corporation 


(NEW YORK—SAN FRANCISCO—LOS ANGELES) 


CHICAGO — LONDON — PITTSBURGH — CLEVELAND — BALTIMORE 


and its Real Estate Investment Subsidiary 


CAPITAL COMPANY 


AT THE CLOSE OF BUSINESS JULY 19, 1928 








ASSETS 


CASH IN BANKS & CALL LOANS $ 20,485,751.68 
BILLS and ACCOUNTS RECEIVABLE 12,293,695.56 
INVESTMENTS 
SECURITIES oan en ee Se sae a . 254,972,867.07 
market price whichever is lower. 


BUSINESS PROPERTIES... $7,777,363.44 
Less Mortgages 770,031.18 7,007,332.26 





SUBSIDIARIES 184,304.20 
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TOTAL ASSETS $294,943,950.77 
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$130,000,000.00 
149,971,328.36 








CAPITAL INVESTMENT $279,971,328.36 
RESERVES: For Taxes, Contingencies, ete..... | 13,497,622.41 
Foundation of Agricultural Economics, University 

of California 1,475,000.00 





$294,943,950.77 





Dividends have been paid continuously since date of organization: 6% per annum having been 
paid to June 30, 1920; 7% per annum from July 1, 1920, to December 31, 1922; 8% per annum 
from January 1, 1923, to June 30, 1925; 9% per annum from July: 1, 1925, to June 30, 1926; 
Special Christmas Dividend of $3.00 [$715,410.00] paid December 15, 1925; on April 10, 1926, 
the par value ot the stock was reduced from $100 to $25 per share, a stock dividend of 25% 
was declared; July 29, 1927, a stock dividend of 40% was declared; September 24, 1927, a 
stock dividend was declared of 14 2/7%. The dividend rate of $2.24 per share was continued 
on all stock issued under stock dividends. 
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*No profits in connection with the transaction involving The Bank of 
America N.A., Bowery and East River National Bank and Commercial 
Exchange National Bank are included in this figure. 
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Gas for House Heating 


Increases Yearly 


MILLIONS OF CUBIC FEET 
MILLIONS OF CUBIC FEET 


The above chart shows how the sales of gas for House Heating 
have increased during the last few years. Indications are that 
they will continue to grow for many years to come. 


An active campaign for this business was inaugurated in Chicago in 1923 
when a special rate for House Heating was established. ~New installations 
have been added to our lines at the rate of approximately 500 per year. 
Home owners have accepted gas as a heating fuel because of its cleanliness, 
convenience, adaptability, and because the source of supply is constant 
and dependable. 


The Peoples Gas Light and 
Coke Company 


CHICAGO 




















CONSULTING, CONTRACTING AND MANAGING 
ENGINEERS IN NATURAL GAS AND ITS PRODUCTS 


Hope Engineering & Supply Co. 
Home Office Eastern Office 
Mt. Vernon, Ohio 149 Broadway, New York 
Dallas, Tex. 23 Tulsa, Okla. 33 Casper, Wyo. 


1 


INVESTIGATIONS— REPORTS 
Established 


1906 Builders of Oil and Gas Pipe Line Systems 
complete, including Oil. Pumping Stations, 
Gas Compressing Stations, Gasoline Recovery 
Plants, and City Distribution Systems. 











are not a part of the consuming pub- 
lic; they are not a part of the man- 
agement; they are not a part of the 
real investors. By means of a negli- 
gible percentage of the actual money 
contributed to utility upbuilding, they 
have obtained financial control, and 
are using their power against the de- 
velopment of ultimately sound policies 
and methods of regulation. 

It is to the interest of all the real 
parties to the public service to put an 
end to the present indefiniteness of 
principle and inadequacy of methods. 
All have a real community of interest, 
which can be preserved only through 
sound policy and effective machinery 
of regulation. If their common inter- 
ests are not thus preserved, all parties 
will be adversely affected; the man- 
agement and investors are certain to 
suffer in as great a proportion as the 
consumers. Let the defects of our 
present mode of regulation continue, 
then private ownership and operation 
will be increasingly on the defensive 
and will certainly be doomed. 

It is the chaotic condition of regula- 
tion which more than anything else 
today works for public ownership and 
operation. Any group that uses its 
power to perpetuate these unsatisfac- 
tory conditions, is in reality the strong- 
est force in that direction, notwith- 
standing its avowed purpose to oppose 
that movement. All intelligent friends 
of private ownership and operation 
will bestir themselves to help place 
regulation upon a sound and effective 
basis. 








TRACTION BONDS — BARGAIN 
OR HIGH RISK? 


(Continued from page 609) 








$39,676,000, the highest figure for any 
year since the war except 1924, the 
largest issue having been sold to yield 
5.70% and the second largest an even 
5%. Bonds in default at the end of 
1927, amounted to $264,371,175, but out 
of this amount approximately $148,- 
000,000 represented Chicago surface 
line issues on which default of princi- 
pal occurred February, 1927. This is 
a very special situation and is due en- 
tirely to the fact that owing to politi- 
cal complications, the franchise which 
expired the same day as the bonds ma- 
tured, was not renewed in time, the 
Illinois state law forbidding franchises 
to be granted for more than 20 years. 
Total interest charges are being earned 
by a substantial and increasing mar- 
gin, and interest is actually being paid 
by court order on a number of the is- 
sues involved. Omitting this very spe 
cial situation, defaults amounted to 
$116,000,000 against $180,000,000 in 
1926. 

The facts that defaults have oc- 
curred in some issues, together with 
the weak spots still remaining because 
of low fares, uneconomic mileage, local 
franchise difficulties and the like, have 
created the unfavorable investor psy~ 
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chology previously referred to which 
makes available the current high re- 
turns on many traction bonds which 
must be considered sound on their own 
merits. 

It is a reasonable inference from the 
foregoing facts that the investor who 
is interested in the maximum rate of 
return consistent with safety cannot 
afford to dismiss the traction bonds as 
a group without examination, and that 
a number of sound issues of this class 
really represent bargains rather than 
unattractive risks. 


‘THE GAS INDUSTRY TURNED 
SALESMAN 


(Continued from page 592) 
—————————— 


ond element, intelligent buying, must 
strike a responsive chord in the breast 
of every utility merchandiser who has 
gained costly experience in what might 
facetiously be termed “The Perils of 
Purchasing” or “Why Doesn’t the 
Turnover Turn?” Turnover has been 
referred to as the measure of mer- 
chandising efficiency. Gross and net 
profit per dollar of invested capital are 
largely dependent on the rapidity of 
turnover. ’ 

Prior to a few years ago little or no 
thought was given to location of gas 
company offices from the standpoint of 
merchandise sales. It is gratifying to 
note that utilities all over the country 
are moving their stores to better loca- 
tions. In many instances they are 
competing actively with chain stores 
for the best corner on the principal 
street in town. 

Adjustment to its markets; finding 
and serving the public needs, the fifth 
essential of successful merchandising, 
strikes a note in the technique of mer- 
chandising which many utility mer- 
chandisers have apparently overlooked. 

By a careful market survey and 
analysis, the utility merchandiser can 
determine his most effective line of ac- 
tion and by an occasional check up can 
hold himself rigidly to it. Some time 
ago I had occasion to visit a gas com- 
pany, which, while it was making a 
good showing in merchandise volume, 
was failing to build up its domestic 
revenue. I found that this company was 
operating in a community which had 
close to 100% saturation in gas ranges. 
The company’s merchandise volume 
was found to be made up chiefly of gas 
ranges which, of course, were princi- 
Pally replacements. Comparatively 
few water heaters were being sold. The 
result was that they were like a man 
Towing upstream, working hard and 
getting no place. 

This company’s efforts were re- 
directed toward the intensive sale of 
water heaters, and while merchandise 
volume fell off somewhat, their do- 
mestic revenue immediately started to 
climb. This mistake is quite common 
among gas companies and is a result, 
im most cases, of too much stress on 
merchandise volume. 
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INFORMATION COUPON 
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Gentlemen:—Kindly send me without obligation, your new illus- 
trated book “55 Years of Investment Service,” and detailed inior- 
mation about your 614% bond offerings. 
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Reversing the Seasons 


HILE we, in the Northern Hemisphere, are in for a siege 
of hot, mid-summer sun, it is pleasant to think that 
south of us, the seasons are reversed. Down in South 

America, they are in for a spell of real cold weather now. 


So pack your grips and board your ship and we'll go 
“Rolling down to Rio” in quest of a cooler 


clime. 


Of course, when you cross the Equator 
you're presented at the Court of King 


Neptune, 


and the ceremonious meeting 


with that old tar is mighty interesting. 


Rio de Janeiro! what a lovely city is this 
capital of Brazil, situated on a beautiful 
bay and flanked by mountains. 


Sugar, rubber, grains of all kinds, huge 
timber tracts and diamond fields are some 
of the resources of Brazil, larger, in point 
of mileage, than the United States. On the 
northern coast of the island of Sao Vincente 
is the city of Santos, greatest coffee ship- 
ping port in the world. 


Then down to Argentina, to the mouth 


© Lamport & Holt. 


of the River Plata, and we drop anchor 


at the Paris of South America, Buenos 
Aires. Argentine wheat is known throughout the world, and 
on the plains or pampas, millions of heads of cattle roam. 


In Buenos Aires. we board 
the Trans-Andean Railroad for 
a 36-hour run to Santiago, the 
capital of Chile. It is the most 
wonderful rail trip in ‘the 
world, through a mountainous 
country filled with jewel-like 
lakes and natural bridges. 
Valparaiso is the principal sea- 
port of this country, noted for 
its nitrates and natural beauty, 
the latter earning for it the 
name of the Switzerland of 
South America. 


In Lima, the capital of Peru, 


we find a truly old world cul- 
ture. It is popularly called 
the City of Kings, and the at- 
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tractive Spanish architecture of its houses, public buildings and 
cathedrals form an inspiring contrast with the ancient civiliza- 


tion of the Inca Indians. 


So north again we sail, through the Panama Canal. Aye, 
the seasons are reversing, and to escape old Sol, we journey 


home again. 


Ask your local banker about the Travel Club idea. If he hasn’t got 
a club, have him write us for full details. Bankers everywhere know 
us and have confidence in our recommendations. 


Are you inter- 
ested in a plea- 
sure or a. busi- 
ness trip to 
South Amer- 
ica? If so, fill’ 
in this coupon. 


Travel Bureau, The Magazine of Wall Street, 
42 Broadway, New York, N. Y. 


I am interested in 

















Cooking schools have been used very 
effectively in the development of gas 
consumption, but we should not stop 
there. Schools conducted on a broader 
scale and including all the services in 
the home for which gas can be used, 
such as hot water supply, the home 
laundry and househeating, as well as 
cooking, are effective. This same 
thought should be carried through ad- 
vertising and sales promotion work 
generally, selling not the appliance it- 
self but what it can do for the cus- 
tomer. 

Every gas company becoming a 
united selling organization, ridding it- 
self of the idea that selling is a func- 
tion of the sales department alone. The 
gas industry must develop an industry 
sales consciousness extending from the 
chief executive down to the last laborer 
on the coke pile. 

Henry Ford has developed a gigantic 
organization and made himself one of 
the most famous men in the world to- 
day largely because every last man in 
his employ is out selling Henry Ford. 
When the gas business gets ready to 
throw off the shackles of tradition and 
go out and sell its service and its in- 
dustry, we can expect similar results. 
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SOME CRITICISMS OFFERED 

BY THE OPPONENTS OF THE 

PUBLIC UTILITY HOLDING CO. 
(Continued from page 601) 
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effects are concerned, the most impor- 
tant. 

The second issue is that of the 
presentation of the general problems 
affecting the industry as a whole. This 
must be done by the industry itself for 
who knows the industry as_ well. 
Critics, it is true, object to this method 
of handling this problem but it must 
not be forgotten that a public utility 
eventually damages its own interest if 
it deceives the public. Unquestionably 
certain details in such presentations do 
creep in as with the handling of any 
great problem which the critic can al- 
ways magnify to suit his own conveni- 
ence but no industry is going to de- 
liberately set itself up to defeat its 
own purpose by a fallacious presenta- 
tion of its major problems to the public. 

If we are to have a clear understand- 
ing of the public utility holding com- 
pany problems we need to know both 
sides of the case. Further, if public 
utility managements are aware that 
certain facts presented by propa- 
gandists are fallacious and economical- 
ly unsound, are they not under obliga- 
tion to present to us the facts in the 
case? The industry has become @ 
fundamental necessity to our economic 
existence, consequently its continued 
and largest possible success is of equal 
concern to the industry, the investor 
and the users of its service. This can 
be best preserved in. preventing the 
creation of any legislation that en- 
deavors to interfere with the manager- 
ial funetions of an industry. 
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ANSWERS TO INQUIRIES 
(Continued from page 618) 
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nually in the ten-year period from 
1917 to 1926, inclusive, although profits 
underwent a sharp decline in the latter 
year, being equal to only $2.32 a share 
(excluding profit on sale of certain se- 
curities). However, despite a continu- 
ation of unsatisfactory trade conditions 
throughout 1927, income rose to $7.26 
a share and while interim statements 
are not published further improve- 
ment is expected in the full 1928 year. 
Financial position is strong, and fol- 
lowing suspension of common dividends 
in November, 1921, payments were re- 
sumed in February, 1927, at the pres- 
ent annual rate of $5 a share. Control 
of the company was obtained, last year, 
by interests closely identified with the 
strong Air Reduction Co. and this may 
be regarded as a constructive develop- 
ment. However, the recent tendency 
toward improvement in the company’s 
affairs and visible prospects. seem 
rather fully reflected in present prices, 
so that the shares seem attractive more 
for the long pull than the near term. 


ENDICOTT-JOHNSON 


I am holding 25 shares of Endicott-Johnson 
for which I paid 77. Would you counsel reten- 
tion of this stock as an investment? I have read 
that the report of this company for the first six 
months of this year should be very satisfactory. 
Is there any possibility of an increase in dividend 
. 4 near future?—F, P, Binghamton, 


Endicott-Johnson ranks as the coun- 
try’s second largest shoe manufacturer, 
being an exceptionally compact and 
integrated enterprise, tanning close to 
90% of its leather requirements, in 
addition to producing rubber soles and 
heels. Reflecting unsatisfactory trade 
conditions profits declined somewhat in 
1926 to a balance of $5.92 a common 
share against $7.37 a share in 1925, 
but through greater diversification in 
its lines and improved merchandising 
methods, a sharp recovery was regis- 
tered last year to $8.68 a share. Both 
volume of advance orders and opera- 
tions have been well maintained in the 
current year to date, and higher costs 
of raw materials have been offset by 
20 to 25% advances in shoe prices, so 
that profit margins have been pro- 
tected, and it is understood that in- 
come for the first six months this year 
exceeded the balance of $3.20 a share 
Teported in the first half of 1927. A 
sharp recovery and the present strong 
tone in hide prices forms a basis for 
confidence regarding the leather and 
shoe industry, and present indications 
are that Endicott-Johnson will enjoy 
sustained activity throughout the year, 
with the likelihood of bettering its 
ae performance of last year. 

mancial position is strong, but as a 
ative measure directors are 
kely to defer action in the near fu- 
a Tegarding any upward revision in 

Vidends. Nevertheless, a fair income 
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68.7% Shareholders Own 1-10 Shares 


28.% Shareholders Own 11-100 Shares 


3.3% Shareholders Own Over 100 Shares 

















1—to the large b 


26 Shares Per Shareholder 


The ownership of Associated Gas & Electric Com- 
pany Preferred and Class A stock is widely dis- 
tributed. The average shareholder owns 26 shares. 
68.7% of the shareholders own 1 to 10 shares each 
and 96.7% own 1 to 100 shares each. This is due 





shareholders—38,700 





o 
out of a total of 62,500 


investors. 


Oerey "61 Broadway 








shareholders are consumers 
served by Associated properties. 


2—to the many employee shareholders—77% of all Asso- 
ciated employees have invested. 


The large number of consumer and employee 
shareholders is a stabilizing influence. It also indi- 
cates the degree to which the Company has been able 
to provide a means of thrift and investment to small 


Associated Gas and Electric Company 


Incorporated in 1906 


Write for our Booklet, “‘O” entitled, “1 in 55” 


New York 















































8% First Mortgage 
O Demand Bonds 


may be cashed in at par in times of 
need. Interest coupons are payabie 
quarterly thru any bank. 

This is an Ideal investment offering 
distinctive advantages—an opportunity 
equally attractive to large or smait im- 
vestors and those who, thru fear of 
sudden need for ready cash, hestitate 
tying up their money in long time 
investments. Any amount may be m- 
vested either in full paid or on a bond 
reserve account. Bonds are issued in 
denominations of $100, $500 and 
$1000. 


Fuller information in Folder S 


Orlando Loan & Savings 
Company 


Under Supervision of 
State Banking Department 


Wall St. Orlando, Florida 
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AMERICAN and 
SCOTTISH 
INVESTMENT Co. 


(An Investment Trust) 
Common Stock 


Offers an opportunity to 
share in Net Profits. 
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is afforded at the present prices, and os 
Ty the shares seem conservatively priced, ye 
: wW 
= a 
5 =| | GREAT NORTHERN RAILWAY - 
Now Is the Time = Would you advise buying Great Northern Ry. pe 
= Pfd, around current levels? | Is tt likely that it} 
= this stock may go on a $6 dividend basis before 
= the end of this year? What are the merger possi- su 
To Buy Bonds S| | bilities of this road?—L. W., M. Jersey we 
= City, N. J. a 
When a security reaches a price that, while it nets a nice profit to 2 In our opinion, investors seeking a tic 
the investor, makes the return on his investment very low, the = sound income producing medium as 
= wise investor takes his profit and increases his income by buying = well as one: offering prospects of grad- 
safe mortgage bonds. = ual appreciation in value over a period 
Many who have had securities that have enjoyed a material = of time, would be justified in giving 
increase in value have sold them and invested the proceeds in = favorable consideration to Great North- ; 
bonds that possess a real factor of safety and stability, and return = ern preferred. 1928, on the basis of me 
a rate of interest so much greater. And for those three essentials = results reported to date, bids fair to : f 
—safety, stability and interest return—Baird & Warner Real = be one of the most profitable in the his- hot 
Estate Bonds offer advantages not found elsewhere. = tory of the road. Reliable estimates | 
2 =| | place earnings for the current year at cost 
“The Application of Real Estate Knowledge to = something approximating $9.70 per 
: a apn oR oe Pl to le oy TB te =| | share of preferred stock and with all i 
| ww EE Ee a =| | classes of freight except coal and cok, fr 
proved 100% safe for seventy-three years. = which constitute a relatively small pro- wil 
Write for your copy of this valuable book— = portion of the total, running ahead of 
sett ee: =| | last year, these estimates do not seem be 
= likely to be substantially altered by ac- iy 
B AT RD TAARNER = tual results. It.is therefore apparent Tt] 
2 = that the present $5 dividend not only vig 
: Sa = rests on a sound foundation but con- ait 
BONDS AND MORTGAGES =| | siderable weight is given to the possi- py 
= bility of an increase. However, we are in { 
i ; = not inclined to believe that any action 
134 So. La Salle St, Chicago, U.S.A. = in that respect will be taken pending rai 
= a decision on the proposed consolida- wit 
ss = tion of the road, with the Northern Pa- inl 
NUM APPIN ANDAPVPNPU RPA PAPAIN PURSUANT NNN cific and the Chicago, Burlington & wane 
Quincy. Developments along that line a 
are not likely to materialize until late a 
this year. Weighing all of the known rai 
factors and giving proper considera- a 
tion to future prospects as they now pa 
shape up, we would readily endorse ie 
commitments at this time particularly Sa 
so as Great Northern preferred im- the 
presses us as an issue, the a 4 Gah 
n° which, has not been over-extended by 
You Can Buy Good Securities speculative enthusiasm. pd 
vail 
In Small or Large Lots on ing 
é sequ 
PARTIAL PAYMENTS mas ee 
i 3 eae itsel 
pa leeds Le heres ot this. stack well 
Ask for Booklet MW-6 which explains our plan and terms page nag ete pth gh lige: ga 4 Und 
suggest? —H. Ee Grantwood, N. J. 
Ajax Rubber ranks as one of the cae 
2046 smaller manufacturers of automobile ter | 
Odd Lot Orders Solicited tires and casings, and following acdul- 
, f ‘ sition of control, as of January 1, 1928, 
Outright Purchase or Conservative Margin of the McClaren Rubber Co., capitali- 
zation is now represented by $2,518,000 
funded debt and 819,500 shares no par - 
capital stock. Operating mm cam Moto 
cent years have been far from imp ing 1 
James M. Leopold & Co. erence tet $1,090,698, after inter 11 
est payments, being suffe in work 
Members ‘New York Stock Exchange agains: a loss of $292,808 in 1926. oe 
latest reports the company was free its fu 
7 Wall Street New York bank loans, but with inventories of In 
Established 1884 $4,064,200, at the end of 1927, equal Gen 
to over 50% of total current assets, it for ; 
is likely the enterprise has not wholly prod 
escaped the ill effects of the drastic Coes 
decline in crude rubber (prices this high 
year. Further, under the highly com- sings 
petitive conditions prevailing and wi ii 
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lower tire prices 1928 is practically 
certain to prove another unsatisfactory 
year. Financial position is fair and 
with closer coordination of operating 
units, together with plant improve- 
ments, Ajax’s position might eventu- 
ally become greatly strengthened, but 
pending definite indications of its abil- 
ity to achieve something resembling 
substantial and lasting earning power, 
we see little in the situation to war- 
rant enthusiasm, and believe liquida- 
tion of your holdings advisable. 


B. F. GOODRICH 


My 100 shares of B. F. Goodrich has caused 
me a great deal of worry in the past six weeks. 
I paid 95 for my stock last year and now have 
a loss of over $2,000. Do you believe that we 
have seen the worst in the rubber situation? If 
so, would you advise taking on another block of 
Goodrich in order to bring down my original 
cost?—I. A. L., New Orieans, La. 

It is a foregone conclusion that op- 
erations of B. F. Goodrich Co. for the 
first six months of the current year 
will show a deficit, as the result of a 
complete writeoff of inventory losses 
sustained earlier in the year following 
a drastic decline in crude rubber prices. 
It has been estimated that the loss will 
be in excess of $5 millions after inter- 
est and dividends. This compares with 
an operating profit of about $9 millions 
in the first half of 1927. It is under- 
stood, however, the management has 
been following a very cautious attitude 
with regard to inventory commitments 
and stocks on hand as of June 30th are 
reported to have been lower than at 
any time in the company’s: history. 
Despite a substantial decline in earn- 
ings in the first six months, dividends 
are to be regarded as resting on a rea- 
sonably sound foundation, particularly 
in view of the unquestionably sound 
financial position of the company and 
the satisfactory outlook for the re- 
mainder of the year. The company, in 
the past, in spite of exceedingly keen 
competitive conditions which have pre- 
vailed in the rubber industry, result- 
ing in numerous price cuts and a con- 
sequent reduction of profit margins, 
has given a very favorable account of 
itself and we rate the shares as having 
well defined merit for the longer pull. 
Under the circumstances, our advice 
to present shareholders would be to re- 
tain, although it might be well to await 
concrete evidence of a turn for the bet- 
ter before making additional purchases. 


GENERAL MOTORS 


The recent erratic movements in General 
Motors have made me somewhat uneasy regard- 
mg my holdings of 50 shares for which I paid 

0 and on which my profit has been greatly 
reduced. Do you think this stock ts going to 
work gradually lower? I should not want to 
lose the opportunity of taking such a big profit 
out I am not averse to holding it indefinitely if 
ts future is still bright.—B. L. M., Orange, N. J. 


In the first half of the current year 
General Motors Corporation accounted 
for approximately 45% of automobile 
Production in the United States and 
Canada. The company has had a 
highly profitable record practically 
since organization and in 1927 sales 
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The Texas Corporation 


Analyzed in our latest Weexty Review 


Copy MW-62 on request 


PRINCE & WHITELY 


Established 1878 
New York Stock Exchange Chicago Stock Exchange 
Cleveland Stock Exchange 
25 BROAD STREET NEW YORK 
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J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton Exchange, and other leading exchanges 





STOCKS : 
COFFEE: 


BONDS : GRAIN 
SUGAR : COCOA 
FOREIGN EXCHANGE 


COTTON 
RUBBER 





Branches: Albany Binghamton Buffalo Rochester Schenectady 


Syracuse Troy Utica Watertown Worcester New Haven 
Toledo Philadelphia Erie Atlantic City Detroit Austin 
Ft. Worth Houston San Antonio Kansas City Tulsa 


Correspondents in other principal cities 
New York Office 
Uptown Branch 
Chicago Office 


42 Broadway 
250 Park Ave. 
. 231 So. La Salle Street 








“THE BACHE REVIEW” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention without obligation to the correspondents. In writing, 
please mention The Bache Review 


A Weekly Commodity Review is also issued and will be sent on application 






































Think What 
This Means 
To YOU 


“at? 


With Guaranteed 
Safety 


The Short Term guaranteed sec- 
ond mortgage certificates is- 
sued by this Company will 
strengthen your investment po- 
sition due to the following 
facts: 


1. Individual mortgages _ se- 
curing these certificates cover 
only completed and occupied 
business and residence prop- 
erties in Manhattan, Brooklyn 
and the Bronx. 


2. The first and second mort- 
gage together never exceed 
75% of the value of the prop- 
erty. General average is 59%. 


3. The policy of the Company 
provides that the amount of 
guaranteed certificates out- 
standing shall never exceed 10 
times the capital and surplus. 
4. Each certificate bears an au- 
thentication of the American 





















































Exchange Irving Trust Com- 
pany, depositary. 
5. The Insurance Department 


of the State of New York super- 
vises our guarantee fund. 


6. The Company's guarantee of 
payment of principal and inter- 
est is clearly stated on every 
certificate. 






















Certificates which mature in 
6 months to 5 years are issued 
for $100 and multiples thereof. | 



















Increase Your Income With 
Safety 







-——=—-TEAR OUT AND MAIL-———- 


Mortgage Guarantee & Title Co. 
of New York 


(Under Supervision Insurance Depart- 
ment, State of New York) 







239 Broadway, Corner Park Place, 
New York 


Telephone, Barclay 5600 








Send me free copy of your book, 
MW-10 “Short Term Guaranteed Mort- 
gage Investments,” 





























































Bonds Called for Redemption 


(g) Guilders—Redemption in U. 8. Currency, 














































Redemption 
Company Rate Maturity Amount Price Date 

Abitibi Power & Paper Ltd., gen.... 6% 1940 $3,523,000 105 July, 1928 
Aluminum Co, of Amer. deb, ...... 5% 1952 $20,000,000 105 Sept., 1928 
Amer. Agri. Chemical Ist ref, ser, ‘‘A’’ 744% 1941 $2,500,000 108% Aug., 1928 
SUREENORR: BOO BRE Fi Occ ccccsccccne 6% 1942 $5,087,000 102% Aug., 1928 
American Rolling Mills Oo........... 6% 1938 All bonds 104% July, 1928 
Argentine Nation internal ............ 44% 1888 $410,000 100 Sept., 1928 
Bankitaly Mortgage Ist r. e. coll.... 5%% 1947 All bonds 103 *July, 1928 
Beaver Board Cos, notes.............. 8% 1933 $4,262,000 103 July, 1928 
Central Public Service Company..... 614% 1929 All Londs 101 July, 1928 
SRO ENE TRE 05 0 <000cdee secede T2% 1939 $77,000 105 Sept., 1928 
Chic., Burl, & Quincy R, R. eq. nts.. 6% 1929-35 $2,828,000 103 July, 1928 
Chic., Mil, & St. P. Ry. 10 yr. Ist sec. 6% 1934 $14,000,000 102% July, 1923 
Childs, R, E.. ser “‘A’’ & “‘B’’ gold bds. — 1929-32 V.B. 110 Sept., 1923 
Chile (Republic of), ext, 20-year.... 8% 1941 $24,000,000 110 Aug., 1928 
Chile (Republic of) Ry. ref. s. f. ext. 6% 1961 $230,000 100 July, 1928 
SER errs 5% 1952 $427,000 100 Sept., 1928 
Cities Service ref. deb. ..........++- 6% 1966 $24,545,000 104 Nov., 1928 
Comm’lth Light & Pow. Ist. ...... 6% 1947 All bonds 105 Nov., 1928 
Consumers Power Ist ...........e.06 6% 1984 $249,000 103 July, 1928 
Fisk Tire Fabric Ist 10 yr. ........ 64% 1935 $41,000 102% July, 1928 
Houston Gulf Gas Ist .............06 6% 1931 $5,700,000 ~ 108 July, 1928 
Houston Gulf Gas 2 yrs. sec. nts .... 6% 1929 $2,500,000 100 Oct., 1928 
Laurentide Pow. gen. s. f. ser. A...... 54% 1946 $17,000 101 July, 1928 
Lehigh Coal & Nav. cons. ser. A. & B. 444% 1954 $10,000 105 July, 1928 
Liquid Carbonic Ist mtg. cv. s. f..... 6% 1941 $56,000 105 Aug., 1928 
Marconi Wireless Tel, Ltd., deb..... 64% 1932 All bonds 105 Oct., 1928 
N. Y. Central Elec. Ist ser ........ 5% 1952 E. 8. 105 July, 1928 
N. Y., N. H. & H. RB. R. eq. nts.... 6% 1929-85 $2,663,000 103 July, 1928 
N. Y¥. Telephone 80-yr. deb. ........ 6% 1949 $269,000 110 Aug., 1928 
Northern Ont. Lt. & Pow. Ist mtg..... 6% 1946 $81,000 101% July, 1928 
Oil Well Sup. Inv, 5-yr. coll tr, nts.. 54% 1982 $2,400,000 102 Sept., 1928 
NS 8. eee ei 5% 1944 All bonds 105 Nov., 1928 
Panama (Rep.) ext. sec. ......-++.+-- 614% 1956 All bonds 103 Dec., 1928 
ee eer or errr rir 614% 1961 All bonds 103 Dec,, 1928 
Pan-Amer. Pet. & Trans, 10-yr. cv.... 6% 1934 $452,000 103 Aug., 1928 
Paris-Orleans R. R, Company ........ 1% 1954 All bonds 103 Sept., 1928 
ee Oe eS ee eee 6% 1929-35 $27,258,000 103 July, 1928 
Phila, Co. Ist ref. & Coll. tr.......... 6% 1944 $12,035,000 108% Aug., 1928 
Portland, Ore., imp. bds. .........+. 6% -—— v. B. N.S. July, 1928 
ge Sea ee 6% 1929-85 $115,000 108 July 1928 
St. L.-San Fran, Ry. P. L. Ser. D.... 5%% 1942 $17,178,000 102% July, 1928 
St. L.-San Fran, Ry. Adj, Ser A.... 6% 1955 ,588,000 100 July, 1928 
Gohuloo Co., Inc., Ftd. .....ceeceeees 6%% 1946 $12,000 103 July, 1928 
Schulco Co., Inc., gtd. ‘“‘B’’ ........ 6% % 1946 $14,000 108 July, 1928 
Southern Cal. Ed. gen. & Ref. ...... 544% 1944 $10,225,000 105 Aug., 1928 
SS OS SR Saar erers rere ‘0 1944 ,000, 102% July, 1928 
Union Oil of Cal, Ist 1. s. f. ser, ‘A’? 5% 1931 $813,000 102% July, 1928 


Vv. B.—Various Bonds. 


~ 


E. S.—Entire Series. 


N. 8.—Not stated. 


























and earnings established a new high 
record. Moreover, it seems likely at 
this time that profits in the current 
year will exceed those of 1927. Pre- 
liminary estimates have indicated earn- 
ings equivalent to something in the 
neighborhood of $8 to $9 per share on 
the common stock for the first six 
months, on which basis it would not be 
surprising if profits for the full year 
aggregated $15 per share. Dividend 
policy is liberal, in view of which fact 
extra disbursements may be expected. 
The recent decline in the market value 
of the shares does not appear to have 
been the result of any fundamental 
change in the company’s position or 
outlook but rather the outcome of an 
adjustment of security values follow- 
ing a period of speculative excesses. 
Competition in the industry is inten- 
sive, to say the least, and likely to re- 
main so, but General Motors with a 
product in every price group, an ex- 
tensive sales organization and an un- 
questionably sound financial condition 
gives ample assurance of its ability to 
maintain a satisfactory trade position 
with profits and earnings compatible 
therewith. If you are willing to over- 
look day-to-day fluctuations, the future 
should witness further enhancement in 
the profits which your commitment now 
shows you. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





Fr. W. WOOLWORTH 


Last year I bought F, W. Woolworth, common, 
around 192 chiefly for price appreciation. Now 
the stock is selling below 180— near its low 
or the year. What is the reason for the decline? 
V ould you hold or close out?—A. R. S., New 
York, N. Y. 

The shares of F. W. Woolworth Co. 
are favorite speculative media and as 
such are subject to sharp fluctuations 
in market value. From an investment 
standpoint, however, holders might well 
disregard transitory movements in the 
light of the company’s excellent and 
well defined prospects for continued ex- 
pansion both in scope of activities and 
earning power. The company is by 
far the largest and strongest of the 
various chain store systems engaged 
in retailing moderate priced merchan- 
dise and it is also noteworthy that in- 
ventory turnover and margin of profit 
is greater than any other prominent 
chain store system. Reported sales for 
the current year to June 80th show 4 
gain of nearly 8% over the correspond- 
ing period of 1927 and 56 new units 
have been placed in operation. Expan- 
sion of the company’s field to include 
foreign countries affords a source of 
considerable potential income and in 
addition to providing an equity in one 
of the country’s most successful indus- 
trial enterprises, the shares have hid- 
den asset value represented by the sub- 
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stantial appreciation in realty and 
leaseholds owned by the company for 
which no allowance is made in the bal- 
ance sheet. The shares generally sell 
on a basis to discount future prospects 
a considerable distance ahead and in- 
come return is small, but in view of 
the company’s very favorable outlook, 
we would not be inclined to discour- 
age retention of long pull commitments. 


WORTHINGTON PUMP & 
MACHINERY 


In April as a speculation I bought 200 shares 
of Worthington Pump at 35. This stock now 
shows me about a five point loss. Would you 
suggest that I_continue to hold or make a switch? 
—B, M. N., Los Angeles, Calif. 


Worthington Pump & Machinery 
Corporation common shares are not 
entitled to other than a _ speculative 
rating and as such involve more than 
the average element of risk. The com- 
pany, however, is not without long 
range prospects and if you are willing 
to forego a return on your invested 
funds and hold the stock for a suffi- 
cient period of time to enable the com- 
pany to adjust itself to present day 
conditions, we would say that we have 
confidence in the ability of the man- 
agement to eventually rehabilitate the 
company’s earning power to the ulti- 
mate benefit of shareholders. The com- 
pany is an important manufacturer 
of heavy machinery products and con- 
fronted with a slack demand in late 


years from the shipping, railroad, oil | 


and power industries, earnings have 
been insufficient to cover preferred 
dividends in five of the past seven 
years. Intensive competition and 
heavy expenses entailed in connection 
with the development of new lines are 
other factors which have served to 
retard earnings. However, in spite of 
the unfavorable trend of earnings, a 
sound financial position has been main- 
tained and the strenuous efforts of the 
management to reduce operating costs 
are worthy of cognizance. The man- 
agement is encouraged with the inter- 
est which has been manifested in its 
new Diesel engine and with a substan- 
tially larger volume of unfilled orders 
on hand at the beginning of the cur- 
rent year, prospects would seem to 
favor at least a moderate improvement 
earnings. Substantial market price 
appreciation in the common stock is 
likely to await definite and tangible 
evidence of sustained improvement but, 
under the circumstances mentioned 
above, it would seem advisable to re- 
tain present commitments as opposed 
to a sacrifice sale. 
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For Help in Solving 
Your Life Insurance 
Problems 
Consult Our 
Insurance Department 
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Only 5 minutes between 
Chicago and New York 


e. .. improvement of 
telephone service goes on each 
year. Today the time required -to 
make a connection between Chicago 
and New York during the business 
day averages less than five minutes. 
Each year the Bell System offers 
faster, more dependable service. 

Basic facts on American Telephone 
and Telegraph Co. as an investment 
With its predecessors, the American 


Telephone and Telegraph Company 
has paid dividends regularly for 
forty-eight years. Its stock is held 
by more than 420,000 investors. It 
is constantly seeking to bring the 
nation’s telephone service nearer to 
perfection. It owns more than 93% 
of the combined common stocks of 


the operating companies of the 


Bell System which furnishes an 
indispensable service to the nation. 


Write for booklet “Some Financial Facts” 


BELL 


TELEPHONE 


SECURITIES CO. Jue: 


195 Broadway 





New York City 























You and Your Broker 


Knowledge of your broker's standing and your rights when you are dealing with him, are 
INSURANCE AGAINST LOSSES. The bucket-shops could not exist if their clients would 
investigate before placing their funds. 

THIS BOOK SHOWS YOU— 


—what to do if you lose a stock or bond; —how to check your broker’s statement; 
—how much and when to carry margin; —how to use stop-orders, puts and calls; 
—the correct way to give an order; —correct commission rates; 
—why it is important to have securities —why odd lots cost more; 
transferred TO your name when purchas- —N. Y. Stock Exchange rules for delivery, 
ing and FROM your name when selling; etc, 


Price $3.25 
Published by The Magazine of Wall Street, 42 Broadway, New York City 
COUPON 
Please send me ‘‘You and Your Broker,’’ for which I enclose $3.25. 


Address 




















American Exchange 
Irving Trust Co. 


Chase National Bank 
Equitable Trust Co. 
Guaranty Trust Co. 
National City Bank 


Bank of United States 


CE ANDERSON & CO. 


Bank & Insurance Stocks 


50 Broadway 
New York 


WHI tehall 4164 














«BUILDING YOUR FUTURE 


INCOM. 


A FORTUNE OF 


$250,000 


In Five Years 


This result was accomplished 
through investing in the Founders 


Shares of a well known Investment ~ 


Trust. The facts were fully re- 
orted in the newspapers during 
arch of this year. A facsimile 

of the newspaper article will be 

sent to those interested. 


We are now recommending The 
Founders Shares of an organiza- 
tion similar in structure and man- 
agement. This company is well 
established assuring success and 
future profits to those who invest 
in its Founders Shares NOW. 


Details on request 
Write Dept. M. W. 28 


Steelman & Birkins 


Dealers in 
Investment Trust Securities 


Publishers of 


The Investment Trust Pocket Manual 


The Investment Trust Review 
20 Broad St., New York 
Tel. Hanover 7500 





Bank, Insurance and Investment 
Trust Stocks 


Quotations as of Recent Date 


NATIONAL BANKS 
Bid Asked 

Bank of America, N. A. new 180 19@ 
Chase (18A) 
Chatham & Phenix (16) 585 
Chemical (24 920 940 
City (20A) 
Commerce (18) 
First (N. Y¥.) (100A) . 


TRUST COMPANIES 


Amer. Ex-Irving Tr. (14) 

Bankers (20) ex rts 

Bank of N. Y. & Trust Co. (18).. 
Brooklyn (30) 11 
Central Union (32) 

Empire (16) 

Equitable (12) 

Farmers’ L, & T. 

Guaranty (16) 

Manufacturers (new) 

New York (20) 

United States (60) 


STATE BANKS (NEW YORK) 


Corn Exchange (20) 
Manhattan Co. (16) 
State (16) 

United States (14) 


INSURANCE COMPANIES 


Aetna Fire (24) 
Aetna Life (12) 

§ *Fidelity-Phenix (2) 
) Continental new (2) 
Glens Falls (1.60) 
Globe & Rutgers (40) 
Great American (1.60) 
Hanover (1) 

Hartford Fire (20) 
§*Home (20) 

1 *Carolina (1.40) 
Milwaukee Mech, (1.80) 


National Fire (25) 

Niagara new 

§*North River (6) 

1 *United States Fire (2.40) (new) 
Stuyvesant (6) 

Travelers (24) 

Westchester (2.50) 


SURETY AND MORTGAGE COMPANIES 


American Surety (11) 
National Surety (10) .... 
Lawyers Mortgage (14) | Is 
Mortgage Bond (8) 


JOINT STOCK LAND BANKS 


& 
Dallas (8) 
Des Moines 
First Carolina (8) 
Lincoln (6) 


Do 
Fixed po Shares 
Insuranceshares, B 1928 
— Corp. of Amer., B 
0 


Oil Shares, Inc, (units) 
Second Interl. i 

Do 6% Pfd. 
U. 8. & British Internl. cft 


Do Series 


(A) Imcludes dividends from Securities Com: 
(B) Par $5. * Members same group. os 





OLLOWING the June break, which 
carried many of the high priced 
financial institution stocks off 100 

points or more, investment buying in- 
duced by the lower quotations, brought 
about a rise in prices during the early 
part of July. The rally proved to be 
short lived, however, and after this 
buying force spent itself, the market 
turned dull and bank and insurance 
stocks again drifted lower. Toward 
the close of the month, holders of these 
shares saw quotations even lower than 
those which prevailed at the end of 
June. 

In a period of low money rates, the 
yields currently obtainable in the bank 
stock market would undoubtedly prove 
tempting, but from the income stand- 
point, higher money rates and more 
liberal income from bond investments 
are attracting capital into other chan- 
nels. Speculators in bank stocks have 
become discouraged by the rapid dis- 
appearance of paper profits and are 
not doing much in this market. The 
Bancitaly spectacle not so long ago 
has frightened away many of the small 
investors who were dabbling in the 
bank stock market for a profit. 

On the constructive side, it is pointed 
out that the liquidation of bank and 
insurance stocks which heretofore were 
not lodged in strong hands has also 
largely spent itself by this time. The 
present market is a good deal more ad- 


vantageous buying market in respect 
to the spread between bid and asked 
prices which is narrower on the aver- 
age than when the market was advanc- 
ing in previous months. Buyers are 
not compelled to “reach up” for the 
high priced issues and can afford to be 
patient in placing their orders without 
seeing the market run away from their 
buying level. The bank statements for 
the twelve months ended June 30 show 
some improvement, even though the 
first half of this period was not a par- 
ticularly favorable one for bank earn- 
ings, due to the low loan rates that 
then prevailed. The present period of 
“tight money” is not undesirable from 
the standpoint of bank income, and the 
large metropolitan banks should do 
well this year if they continue to hold 
their record deposits. 

Although trading is similarly dull, 
the insurance stocks seem to be doing 
better than bank stocks. Fire and life 
companies are both making gains in 
their underwriting business, and no 
doubt will turn the present market 
situation to their advantage as far as 
investment income is concerned. The 
fire companies are making more money 
on their fire risks, due to operating 
economies and their lower ratio of 
losses that result from better under- 
writing practices and the fruits of 
many years of fire prevention activi 
ties. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





ee: 2h ’OR:- ah Ah. eth aoe a 


c+ o.owcwg at ve Oo = 


>spect 
asked 
aver- 
vane- 
s are 
r the 
to be 
ithout 
their 
ts for 
show 
1 the 
, par- 
earn- 
- that 
iod of 
from 
1d the 
id do 
» hold 


dull, 
doing 
d life 
ns in 
id no 
varket 
ar as 
The 
noney 
rating 
io of 
inder- 
ts of 
activi- 


REET 


ae 


RESERVE SYSTEM AND THE 
PRESENT MONEY SITUATION 


By GROSVENOR JONES 
(Continued from page 552) 
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other nations have too little, it is obvi- 
ous that the welfare of the world will 
be served by a redistribution of gold. 
Since we are a large and growing fac- 
tor in the international financial and 
commercial community, the world in- 
terest is identical with ours in this 
respect. The mechanics of redistribu- 
tion present difficulties, just as a 
surgical operation for the removal of 
an abnormal growth from the body 
does, but that is no reason why we 
should retain the growth. 

We have a competent surgeon to 
handle the gold operation in the Fed- 
eral Reserve System. It treated the 
gold tumor, if we may call it such, 
while it was growing, in a way that 
prevented malign complications and 
confounded the many prophets of a 
disastrous outcome. I am confident 
that the Federal Reserve System will 
so direct the outgo of gold that there 
will be no untoward results. 

The time will come when we shall 
marvel at the success with which we 
neutralized the abnormal effects of a 
surplus of gold. I do not undertake to 
say just how much’ our--gold’ stock 
might be reduced. Possibly the margin 
of excess under changed conditions is 
not great—some competent authorities 
declare that there is no.excess. Events 
will determine, but’ we shall deal with 
them competently—and~we shall find 


that another trouble consisted entirely | 


of worry. 


Important 


Corporation Meetings 


Date of 
Company Specification Meeting 


Independent Oil & Gas Directors 
ier Rubber Pfd. Div. 
Allied Chemical & Dye Corp... Directors 
Pittsburgh Steel Pfd. Div. 

S & Pacific Ry Directors 
Illinois Central ....Pfd, & Com, Div'ds. 
Inland Steel 
International Shoe Directors 
Studebaker Corp ....Pfd, & Com. Div’ds. 
v, 8. Steel Corp, ...Pfd. & Com. Div’ds. 
Certain-teed Prod. Corp 
Fed Lt. & Trac Pfd, & Com. Div’ds. 
Lehigh Valley R, R. ........ Directors 
Northern Pacific Ry. ..Exec. Committee 
— a. ES America 

t, Bon Share Corp. ....Directors 
Pruntwick-Balke-Collender’ 

Johnson Di 
International Nickel Directors 
mrry Stores Corp. ..Cl. A & B Div’ds. 
opper 

Paramount Famous Lasky 

er, Express 
Standard (il (Nebraska) 
raed ugar MA) oi se st. 3d Pfd. Div. 
ett Peabody & Co, .......... Directors 
Ma, tte Safety Razor Directors 
Wand ON ccsa ign taerees Directors 
colworth, F. W. & Co. Directors 


a he 
one 
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Announcing the Formation of 


HAYNER ROYALTY CORPORATION 
TULSA, OKLA. 


Organized under the laws of Maryland, the Corporation 
has acquired the assets and business of the predecessor 
company, Hayner-Reaves Royalty Company, with 
headquarters in the Kennedy Building, Tulsa, Oklahoma. 


The Corporation owns undivided Mineral. Rights and 
Royalty Interests under approximately 62,143 acres, 
contained in 141 separate tracts of land in Oklahoma 
and Texas. Present income is derived from 111 pro- 
ducing oil wells on certain of these properties. 


The Corporation has no voting trust. The Preferred 
and Common stocks have equal voting power. The 
Corporation will set aside a sinking fund of 10% of the 
net earnings after the payment of Preferred dividends, 
which fund will. operate solely for the purpose of re- 
demption of the Preferred stock by call or by purchase 
at not to exceed the call price, namely $9 per share. 


OFFICERS AND DIRECTORS 


J. M. Hayner, President R. C. ALLEN, Attorney 
Tulsa, Okla. Tulsa, Okla. 


FREDERICK POPE 
Pope & Richardson J. G. Reaves, Vice-President 
San Antonio, Texas 


New York, N. Y. 

James V. CoNVERSE 
Vice-President, Bennett, Converse . 
Schwab, Inc. 

New York, N.Y. 


Freperic B. Ciark, Investment Engineer 
New York, N. Y. 


George BAEKELAND 
Vice-President, Bakelite Corporation 
New York, N. Y. 

















The United Light and Power Company 


Serves an aggregate population of Two Million People with either one or 
more of the following necessary utilities: 


ELECTRIC POWER AND LIGHT 
GAS CENTRAL STATION HEAT 
TRANSPORTATION 
ICE OR REFRIGERATION 


The Gross Revenue from operation of these services for the year ended 
December 31, 1927, was in excess of $45,000,000. 

The Net Operating Profit for the same period was $18,263,497. 

About'87 per cent of the gross, and in excess of 98 per cent of the 
net earnings, were derived from the sale of services of Electric Light and 
Power, Gas, Steam or Hot-Water Heat, Refrigeration, Merchandising of 
Gas and Electric Appliances and Miscellaneous sources. 











GENERAL OFFICES: Bankers Bldg., Chicago, III. 
OPERATING HEADQUARTERS 
United Light Bldg. Davenport, Ia. 














$10 Starts 
The Bond 
Rolling! 


$10 or more monthly, under 
the Prudence Partial Payment 
Plan, starts the purchase of 
a Guaranteed PRUDENCE- 
BOND, and in a few months 
the purchase is completed and 
you start a second Bond roll- 
ing with another $10 bill. 

Looks like a slow process, but 
itmoves‘ ast whenit gets going! 


And meanwhile you get 54% 
on each $10 bill, 


Ask for Booklet 


Offices Open Mondays Until 9 P. M. 


The PRUDENCE 
COMPANY, Inc. 


Under Supervisionof N.Y .StateBanking Dept. 


331 Madison Ave., at 43rd St., New York 
162 Remeen St. 161-10 Jamaica Ave. 
Brooklyn, N.Y. Jamaica, N.Y. 


M.W.1226 
Name 





Address 





RESERVE SYSTEM AND THE 
PRESENT MONEY SITUATION 
By H. PARKER WILLIS 


(Continued from page 552) 


Today the reserve banks are asked 
to “hold the bag” and to carry the 
speculative loans which the member 
banks are no longer able alone to sus- 
tain. This merely repeats the experi- 
ence of the reserve system on several 
former occasions. The authorities of 
the system had that full acknowledge 
of the case which came from experi- 
ence in other years and they had also 
the warning advice furnished them by 
capable banking administrators within 
the system who knew by local indica- 
tions that there was unmistakable dan- 
ger ahead. Against this was merely 
the unfounded suggestion that low 
rates here would help Great Britain in 
the maintenance of her resumption 
plans. The help rendered has merely 
redounded to the advantage of British 
inflationists and American expansion- 
ists. The reserve system must take 
full responsibility for its refusal to 
follow the dictates of experience both 
at home and abroad. A large measure 
of this responsibility unavoidably ac- 
erues to the Federal Reserve Board. 
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New York Curb Market 


IMPORTANT ISSUES 
Quotations as of July 18 


1928 Price Range : 
—-——— Recent 
Name and Dividend High Low Price 


Albert Pick Barth wi.t...... 12% 10 
Aluminum Co. of Amer. 140 
Aluminum pfd. (6) 108 
Amer, Cigar (8) 162% 146 
Amer. Cyanamid ‘“‘B’’ (1.60) 53% 33% 
Amer, Cyanamid pfd. (6).... 108 100% 
Amer. Gas Elec, (1)¢ 

American Rayon Products... 24 

Amer. Super Power A (1.2)¢ 56 

Assoc. Gas Elec, ‘‘A’’ (2%). 
Celotex Co. (8) 

Centrif. Pipe (0.60)* 

Cities Service New (1.2)f... 
Cities Service Pfd. (6)T 
Cons. Gas of Balt. (3) 
Consolidated Laundries (2)*. 
Durant Motorst 

Elec, Bond Share (1)f....... 127% 
Elect, Investorst (3.50 stk.). 79% 
Fajardo Sugar (10) 165% 
Ford Motor of Canada (15).. 698 
General Baking (new)* 17 
General Baking Pfd. (new)* 86 
Glen Alden Coal (10)f. 6 
Gulf Oil (1.5)T 

Happiness Candy Store (50). 
Hecla Mining (0.60) 


International Utilities B 
Land Co. of Floridat 

Lion Oil Refining (2.25)*.... 
Lone Star Gas (2) 

Metro “Chain Store. 


20% 
16 











1928 Price Range 
Recent 

Low Price 

28% 22% 

30% 24% 

11% 1% 


Name and Dividend 


Mountain Producers (2.60)t. 
National Fuel Gas (1) 

New Mex. & Arizona Landf. 
New Jersey Zinc (12) 
Nipissing Mining (80c)* 
Northern Ohio Powert 
Phelps Dodge (6) 

Puget Sound P. & L.f....... 
Salt Creek Producers (3)f... 
So’east Pwr. & Lt. (1) 
So’east Pwr. & Lt. Pfd.. (4). 
Stutz Motors* 

Tobacco Products Exportf... 
Transcontinental Air Trans.. 
Trans Lux 

Tubize Artif, Silkt (10) 
Tung-Sol ‘‘A’’ (1.80) 

United Electric Coal (8).... 657% 
United Gas & Improvem’t (4) 150 
U. 8. Gypsum (1.60) 100 


High 


111% 
57% 


STANDARD OIL STOCKS 
Continental Oil 23 
Humble Oil (1.6)f 

International Pet, (.75) 

Ohio Oil (2.75) 

Prairie Oil & Gast 

Standard Oil of Ind. (3.5)f.. 

Vacuum Oil (38)ft 


* Listed in the regular way. 
t Admitted to unlisted trading privileges, 
t Application made for full listing, 





ATHER heavy liquidation, fol- 

lowed by a listless but neverthe- 

less firmer market, characterized 
the trend of transactions on the New 
York Curb Market during the past 
fortnight. An earlier attempt to rally 
the market met with a fair degree of 
success in the early part of this period, 
with buying of some substance coming 
into the market particularly for the 
oils and utility shares. This came to 
an abrupt end, however, with the in- 
creases in Federal Reserve Bank rates 
and selling was general throughout 
the list. In the utility group, the fort- 
night closed with uniformly lower 
levels; American Gas & Electric was 
off ten points; United Gas & Improve- 
ment and Puget Sound Power & Light 
lost about six points each, and similar 
losses were recorded in Electric Bond 
& Shares and Electric Investors. 

The Standard Oil stocks held up 
well, resisting the decline brought 
about by liquidation in other sections 
of the market and showing a tendency 
to recover as soon as the pressure was 
lifted. These shares appear to have 
a strong technical position in the cur- 
rent market, with very impressive 
buying coming into the market on re- 
cessions. With the immediate outlook 
for the industry, none too bright how- 
ever, and a rather unfavorable general 
market situation, this group has come 
to move within narrow limits during 
the past few weeks. Other oil shares 
were fairly steady, notwithstanding a 


ten point drop in Gulf Oil during the 
fortnight under review. 

High priced shares fell off consider- 
ably but with no appearance of gen- 
eral liquidation. Ford Motors of Can- 
ada fell about 25 points and Tubize 
Artificial Silk sold off over 60 points 
to 500 closing the period slightly above 
this level. American Rayon Products 
made a sharp week-end run up to 22% 
but receded in latter sessions when the 
rest of the list came under heavy sell- 
ing pressure. U. S. Gypsum, selling 
ex-dividend and ex-rights, rules at a 
new low dollar value, but correspond- 
ing to a price of around 85 for the old 
basis. American Cyanamid B stock at 
the current level of around 34 occupies 
a similar position, this being an “ex- 
rights” quotation which corresponds to 
the price which prevailed prior to the 
recent market decline. In this instance, 
however, the management having de 
clared its intention of maintaining the 
present $1.60 annual dividend on the 
increased number of shares, a yield of 
approximately 5% is now obtainable. 
The three million dollars cash received 
by the company through this financing 
will be used to expand the company’s 
plants at Niagara Falls and for new 
property recently acquired at Linden, 
N. J. This expansion will increase 
the company’s output of products 
manufactured by the company for 
many years and_ should ultimately 
be reflected in a stronger earnings 
position. 
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Essential Services 
in Five Important States 


ITH its field of service located in five fast growing industrial states, 

the Commonwealth Power Corporation system is an important unit 

in the public utility development of the nation. The subsidiary com- 

panies furnish electric power and/or gas service to 545 communities in 
the states of Illinois, Michigan, Tennessee, Indiana, and Ohio. 


The Corporation also controls heating plants, water pumping plants, 
coal mines, and transportation systems. 


Commonwealth Power Corporation and its subsidiaries are owned by 
more than 76,500 stockholders residing in every state of the Union and 


more than 14 foreign countries. 
' 


COMMONWEALTH POWER 
CORPORATION 
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Important 
x the  e 
Dividend Announcements 
sider- e — ‘ 
gen- Note—To obtain a dividend directly 
Can- from the company the stockholder must 
ubine have his stock transferred to his name 
oints before the date of the closing of the 
sbove company’s books. 
ducts Ann’! Amount Stock Pay- A i h 4 
29% Rate Declared Record able omprenensive 
n the $2.00 Amer, Can. $0.50 Q 731 8-15 I . 
t 7.00 Am, Smelt & Ref, Pd. 1.75 Q 8-3 9-1 nve men S r e 
3 Stk Am. Water Wks Com..1/40th SA 8-1 8-15 st tse vic 
lling $1.00 Am. Water Wks om..$0.25 Q 81 8-15 : ae 
at ; ao Assoc. Dry Gds Pia. 1.50 Q el o Underwriters and Distributors 
- 00 Assoc, Dry Gds, Pfd.. 1. - > ee ° eye 
“ye 6.00 Assoc, G & El Pfd.. 1.50 Q 7-81 9 Municipal, Public Utility and 
: 6.50 Assoc, G & El Pfd.. 1.62% Q 7-31 ° 
ck at 10.00 Atch Top &SFeom.. 2.50 Q 7-27 Industrial Bonds 
upies 7.50 Beacon Oil Pfd 1.87% Q@ 
“ox. 8.00 Bruns,-Balke-Coll cm. 0.75 Q MEMBERS 
8,00 Cent, R.R. of N. J... 2.00 @ 
ds to 5.00 Continental Can a. 125 @ New York Stock Exchange 
o the 4,00 Gen’l Cable Class A.. Q Cleveland Stock Exchange 
ance, 5,00 Gillette Safe Raz.... Q Cincinnati Stock Exchange 
wn 5.00 Hudson & Man Pfd... SA Chicago Stock Exchange 
> 8.00 Ingersoll Rand com.. Q Detroit Stock Exchange 
4 the 7.00 Inter Harvester Pfd.. Qa New York Cotton Exchange 
1 the 2.40 Inter’al Paper Com.. Q Chicago Board of Trade 
Id of €.00 Inter’al Shoe Pfd.... M New York Curb Market 
ble 4.00 Lehigh Coal & Nav.. Q 
ane. 6.50 Loew’s Inc $6.50 Pd.. 
eived €,50 Louisiana Oil Pfd.... 
cing 400 May Dept Stores... OTIS & CO. 
any’s 150 Miami Copper 
ww 4.00 Mont-Ward & Co. Cm. Established 1899 
4.00 Nat, Supply Co Com.. 
nden, 4.00 Nor'f & W Adj Pfd.. CLEVELAND 
rease 4.00 Oppen Collins Com.. 
ducts £80 Pennsylvania BR, B.. New York, Chicago, Philadelphia, Detroit, 
for 6.00 Pullman. a bowie Cincinnati, Denver, San Francisco, Toledo, 
ately ‘560 Pures Oil com Akron, Columbus, Louisville, Colorado Springs, 
sings 8.00 Sinclair Con Pfd.... Canton, Massillon 


EET 


®% Sun Oil Pfd, 
7.00 Tobacco Prod A 
5.00 Woolworth, F W.... 
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Special 
Vacation | [ie eee 
Offer to 


Newsstand 


Readers 


Have The Magazine of 
Wall Street Delivered to 
You as Soon as it is 


Published “| p20 
80 


To meet the needs of read- 70 
ers who are temporarily 60 
away from home, or who 50 
prefer a Get-Acquainted 
Subscription before becom- 


| 
ing a regular subscriber, MA R K E T S T A T ] S yy I 


we are making this Special N, ¥. Times 











1928 4 











Off N. Y. Times -—Dow, Jones Avgs.— 7-—50 Stocks—_, 
er. 40 Bonds 20 Indus. 20 Rails High Low Sales 


Thursday, July 5 . 214.43 139.48 192.32 
Send $1.00 and we will }] | ictusy, , 212.55 «188.88 «19.88 

enter you for a Special | | Tests, Juz ginmt = ise on ia 

Short Term Subscription to |] | Wetnesey,, July 1 906.43 196.77 189.8 

THE MAGAZINE OF . go7.83 (196.56 

WALL STREET to include ion 


the numbers of August 11, | |: 185.55 
cove opting AVERAGE Price or 40 Bonps 


and September 22. eee 
100 19415 1617 18 19 20:21'°22°23_ ——1924 men IIS mmr orn nn 9 oy 
You cannot afford to lose touch = 
with the world of investment and 95E Sk i 95 
business. — 





By accepting this offer immediately you 90 
will be entitled to all the»privileges of the 
Personal Inquiry Department of THE 

MAGA7INE OF Watt STREET. This will 85 
enable you to obtain an especially dictated 
reply by letter or wire regarding any 
listed securities which you hold or think 
of buying, Tremendously valuable in 
avoiding losses and making substantial 
profits, RAILROADS 
INDUSTRIES 
(Address may be changed bv send- STREET RAILWAYS 
: , PUBLIC UTILITIES 
ing three weeks’ notice.) toner Sey 








COUPON 
SyuLdaday. caw cae U.S. GovERNMENT Bonp AVERAGE 


I enclose $1.00. Send me the four is- 
sues beginning with August I!Ith men- 
tioned in your special offer. 


100 


95 


TAXABLE 


DFOlf you would like to have this spe- 90 
cial subscription cover eight issues in- 
stead of four, running through to 
include the issue of November 17th 

1928, check here and enclose $2.00. 85 5 


July 28-A. & 
ee $< 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL S TREET 


























BY RAIL AND AIR 
(Continued from page 557) 
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Born in New Albany, Ind., little did 
the General think as a boy, that air- 
planes would be flying over his old 
home, or that he would be at the head 
of a great railroad system that would 
be the first to join forces with that 
new form of transportation in a serv- 
ice. that would take people from ocean 
to ocean in forty-eight hours. Little 
did General Atterbury think later, 
when an apprentice in the Pennsyl- 
vania shops at Altoona, Pa., that in 
scarcely more than forty years right 
there equipment would be handled that 
would be put into such a ‘service. 

Still, when, in the ‘passing of the 
years, the matter was presented to 
him he was quick to see its possibili- 
ties and to go into the entirely new 
undertaking. Quite possibly, when, 
during the World War, he was in 
charge of construction and operation 
of military railways in France, he 
realized more fully than ever before 
that airplanes could do what no rail- 
road could do, and even then saw the 
possibilities of a combined air and rail 
service in this country, in which the 
great system that he had left behind 
for a time as vice-president, and of 
which he is now the head, would be 
the pioneer. 

It may be noted right here that those 
most prominently connected with the 
Transcontinental Air Transport got 
many of their preliminary ideas with 
regard to commercial flying from what 
they had observed of such services in 
Europe. Since going into the proposed 
rail and air service the Pennsylvania 
Railroad has sent two of its prominent 
passenger traffic officials to Europe to 
get more ideas. 

That age is no bar to vision is con- 
clusively shown by the fact that W. B. 
Storey, seventy-one, engineer and 
president of the Atchison, also has this 
wonderful gift in a big way. 

When C. M. Keys first talked over 
the proposed Pennsylvania-Transcon- 
tinental Air Transport-Atchison serv- 
Ice with Mr. Storey, he said at once 
that his company - would co-operate 
In every way possible, going so far as 
to change train schedules where prac- 
ticable. The Pennsylvania, it has been 
announced, has taken a financial in- 
terest in the Transcontinental Air 
Transport, but so far the Atchison has 
not, nor has it been asked to do so. 

The Pennsylvania will have charge 
of the routing of west bound passen- 
gers. The two railroads will each take 
their share of the fare, for the service 
they render, and so will the Trans- 
continental. The latter’s rate has not 
been definitely fixed. Certainly, at the 
start it will be more than the railroads 
would charge. The air rate, however, 
will be reduced as volume of traffic in- 
creases 

The vianes will carry from fifteen to 
twenty passengers. The number of 
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Securities Carried on Conservative 
Margin 


This Week’s 
Stock Letter 


Contains .a resumé of the 
economic situation and also 
discusses the current status 
of 








Out-of-Town 
Accounts 


A special department of our 
organization is completely 
equipped to give a prompt 
and effective service to out- 
of-town clients. 


National Cash Register 
Wabash R.R. 


A limited number of copies are still 
still available. Write Dept. MW. 28. 


Josephthal & Co, 


Members New York Stock Exchange 
120 Broadway 


We invite correspondence 


New York 
Telephone Rector 5000 


Cable Address: Joseftalco 
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ARE COPPER STOCKS 
A BUY NOW 
a?) 


What are the prospects for a big year in copper stocks? Many 
important questions in the minds of copper security owners are 
answered in a series of copper articles, by a specialist, in The 
Wall Street News. 


Do you want the big facts about Inspiration Copper, Miami 
Copper, Calumet & Arizona, Granby, Anaconda, American 
Smelting & Refining, Kennecott, Hudson Bay Mining, Howe 
Sound, Cerro de Pasco, New Cornelia, .Magma, Chile, Nevada 
Consolidated? Then take advantage of this half-price trial of- 
fer for new readers only: 


1, PRICE TRIAL OFFER—Next 100 issues $2 
(including above Twelve Copper Reports) 


FOR NEWS EACH DAY affecting investments and market trends, THE 
WALL STREET NEWS (founded 1893) is a recognized authority. Pub- 
lished by The New York News Bureau Association, ONE of the TWO 
largest financial news gathering and distributing organizations in the world. 


Sample Copies and one Report on “Copper Outlook” FREE on request 


WALL STREET NEWS 


Published DAILY by the New York News Bureau Association 
42 New St., Dept. R4, New York City 
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We offer 
~ Electric 
Investors Inc. 


$6 Cumulative 


Price to Yield 


Circular on Request 


MCDONNELL & CO. 


120 Broadway 
NEW YORK 
Members New York Stock Exchange 
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Progressive Canada 


Send for illustrated circular 
describing an old established 
Canadian Company whose 
shares afford a good medium 
for investment. 


H. B. Robinson & Co., Limited 


Investment Bankers 
210 St. James St., Montreal, Que. | 
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Italian Service De Luxe—Motor All the Way 
New M. V. SATURNIA 
Naples—Trieste 
Aug. 18—Sept. 22—Nov. 6 
S. S. PRESIDENTE WILSON 
Lisbeon—Sicily—N aples—Greece—V enice 
Aug. 7—Oct. 2—Nov. 13 


Coming! M. V. VULCANIA 
(Maiden Voyage)—Jan. 10 


PHELPS BROS. & CO., General Agents 
17 Battery Place, New York 








642 


San Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may 
be, interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


t 
Anglo & London Paris Nat, Bank 
Bancitaly Corporation 
Bank of Italy 
East Bay Water A, Pfd 
Great Western Power Pfd 
Los Angeles Gas Pfd 
Pacific Telephone & Tel, Pfd 
Pacific Gas & Elec 


Alaska Packers’ 
California Packing 


Hawaiian Pineapple 

Home Fire & Marine 
Honolulu Cons. Oil 

Hunt Brothers Packing ‘‘ 
Illinois Pacific Glass ‘‘A’’ 
North American Oil 

Paraffine Common 

Richfield Cons. Oil 

Schlesinger A Common 

Shell Union Oil 

Southern Pacific 

Sperry Flour Common 

Spring Valley Water 
Standard Oil of Calif 

Union Oil Associates 

Union Oil of California 

Yellow & Checker Cab ‘‘A’’ new Stock* 
Zellerbach Corporation dep. cts 


* Par raised frem $10 to $50. 


patrons of the combined service is ex- 
pected to increase steadily from the 
very beginning and rapidly after it 
gets under way. The Transcontinental 
is likely to have some red figures in its 
operating results during the early 
stages of the new service. Probably 
the railroads will not get many extra 
passengers within that time, and they 
will even lose to the Transcontinental 
the fares that they would have received 
for carrying the passengers all the 
way. 

Railway executives are confident, 
however, that when once it gets started 
combined rail and air service will grow 
rapidly. Whether it does or not they 
propose to be on the ground when the 
first gong sounds. They are equally 
determined not to be open to censure 
as they have been for not adopting the 
motor bus service when it first began 
to appear. Most of these executives 
are willing to admit, at least unofficial- 
ly, that they will never be able to make 
up the passenger traffic that they have 
lost to the motor bus. 

Charles Donnelly, Northern Pacific 
president, says, however, that the rail- 
roads of the United States have lost 
far more passenger traffic because of 
the privately owned automobile than 
by the coming of the motor bus. It is 
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estimated that already the former is 
making three times the passenger mile- 
age of the railroads. In his judgment 
the railroads can overcome the loss 
from the former source only in a small 
way, and then chiefly by giving the 
best service possible and by convincing 
people that it is safer, and in many 
cases more comfortable, to go by rail 
than by the private car. As yet the 
Northern Pacific has not gone into a 
definite combined rail and air service 
although its passengers can go from 
St. Paul to Chicago by air if they 
choose, catch the Twentieth Century 
Limited and save a day in reaching 
New York. 

While not willing at the moment to 
make estimates in figures as to what 
combined rail and air service will mean 
to the railroads, the executives quite 
generally are confident that its growth 
later will be more rapid than now 
seems probable or scarcely possible. 
For a time it is likely to be compara- 
tively slow. Even since the writing of 
the first sentence of this paragraph 
Ralph Budd, president of the Great 
Northern Railway Co., has announced 
that his company would co-operate with 
the Transcontinental Air Transport, 
Inc., in the establishment of joint rail 
and air lines. Mr. Budd says that the 
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arrangement will be similar to that re- 
cently made with the Atchison. It is 
learned from official sources that the 
Transcontinental Air Transport, Inc., 
has invested about $100,000 in the 
Northwest Airways, Inc., and it is said 
that it will have two representatives on 
the board of the latter company. Ap- 
parently it is to become a virtual if not 
actual subsidiary of the Transconti- 
nental. 

The Northern Pacific and the St. 
Paul, as well as the Great Northern, 
will co-operate with the Transconti- 
nental in a combined rail and air serv- 
ice, but it is officially stated that no 
one of the three railroads has taken a 
financial interest in either of the air- 
plane companies. 

According to present plans there will 
be no combined rail and air ticket ar- 
rangement or joint routing of passen- 
gers. The train conductors of the 
three roads probably will be instructed 
to make telegraphic reservations for 
passengers wishing to go by air from 
the Twin Cities to Chicago. Later the 
relations between the railroads and the 
air transport companies may become 
closer. Apparently this will depend 
quite largely on the outcome of the 
present arrangements, which seem to 
be tentative and experimental, from 
the point of view of the railroads. 
Similar arrangements by other rail- 
roads are likely to follow. In fact, 
word comes from St. Paul that the 
Chicago & North Western has had 
under contemplation an air service be- 
tween St. Paul and the Black Hills, 
where President Coolidge established 
the summer White House last year. 
That incident has had much to do, 
President Sargent of the North West- 
em says, with a rapid development of 
that section. 

According to the contemplated plan 
the North Western and Omaha roads 
were considering a daily flight each 
way between St. Paul and the Black 
Hills. Summer travelers would thus be 
able to leave Chicago at 11 P. M., 
change to the air at St. Paul in the 
morning and arrive in Rapid City for 
dinner, a saving of twelve to fifteen 
hours as compared with all rail travel. 
It is believed in St. Paul that the 
North Western will join with the other 
large roads in air service between the 
Twin Cities and Chicago. 

Only within the last few days it has 
been definitely reported, though not 
officially confirmed, that the New York 
Central is planning a combined rail 
and air service with the Union Pacific 
to meet the competition of the proposed 
Pennsylvania-Atchison combination. 

Already the commercial air compa- 
nies are planning to extend their own 
Service over routes where as yet it is 
not possible to go regularly by air. To 
what extent the growth along these 
lines will cut down passenger receipts 
from palatial through trains now in 
operation remains to be seen. Cer- 
tainly the railroads will not be able to 
Tun an even race with the airplanes as 
to speed. Whether they can hold the 
greater part of their passengers on the 
basis of comfort and safety is also a 


JULY 28, 1998 








Shrewd Investors Buy 
When Others Sell 


During the past two months high grade investment bonds and 
preferred stocks have been sold in larger amounts than the 
market could absorb. 


Forced sales of sound securities, which can be traced for the 
greater part to imprudent speculators who suddenly found them- 
selves over extended, have brought about a situation of tremen- 
dous advantage to the shrewd investor. 


This investor enjoys the rare opportunity of acquiring good in- 
vestments at prices far below their intrinsic worth. He is in a 
position to profit sizably through an economic situation which 
has caused high grade securities to be thrown on the market for 
any price they would bring. 


We urge that prevailing prices be taken advantage of promptly. 
In our opinion the present era of sound investments on the 
bargain counter is a purely temporary situation. 


We have prepared a special list of sound 
investments which we believe will appeal 
to the shrewd investor who wishes to take 
advantage of the situation as outlined above. 


Write for list MWS.-28 


G.L.OHRSTROM & Co. 


INCORPORATED 


Forty-Four Wall Street, New York 
PHIL‘ DELPHIA BOSTON CHICAGO LOS ANGELES SAN FRANCISCO 
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LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, SUGAR 
RUBBER, COTTONSEED OIL AND PROVISIONS 


: MEMBERS: 
New York Stock Exchange Boston Stock Exchange 
New York Cotton Exchange Minneapolis Chamber of Commerce 
New York Produce Exchange Winnipeg Grain Exchange 
New York Coffee & Sugar Exchange Salt Lake City Stock Exchange 
New York Rubber Exchange Los Angeles Stock Exchange 
New York Curb Market Montreal Board of Trade 
Chicago Board of Trade Pittsburgh Stock Exchange 
Chicago Stock Exchange Duluth Board of Trade 
San Francisco Stock Exchange Vancouver Stock Exchange 
PARTNERS: 
Benj. B. Bryan J. J. Bagley Parker M, Paine 
Louis V. Sterling E, Vail Stebbins William F. Kane 
James T. Bryan B. L. Taylor, Jr. R. C. Jenkins 
Ben, B. Bryan, Jr, Harry L, Reno DeWitt C. Harlow 


Private Wires Atlantic te Pacific connecting with important 
intermediate points in the United States and Canada 


42 Broadway, New York 
Bankers Bldg., Chicago 


BRANCHES: 
SAN FRANCISCO LOS ANGELES CHICAGO SEATTLE 
Financial Center Bldg. 686 So. Spring St. Congress Hetel Dexter-Horton Bldg. 
Crocker Bldg. Biltmore Hotel Olympic Hotel 
SANTA BARBARA HOLLYWOOD DULUTH VANCOUVER, B.C. 
T. MINNEAPOLIS WINNIPEG 
GRAND RAPIDS TORONTO 
FRENCH LICK MONTREAL 
CORONADO OIL CITY QUEBEC 
HOT SPRENGS, VA. 

















Traders— 


Here’s YOUR Opportunity 


A Combination Offer of 
Unusual Appeal 


These books have brought a turning 
point in the lives of many students of 
speculation. They have given them 
Confidence. and Cool Judgment in 
their trading instead of the haphaz- 
ard, slipshod methods of operating 
used by the majority. They will do 
the same for YOU. 


The Field of Trading in Stocks is covered so thoroughly that you can begin 
immediately applying to your own problems the principles and methods set 
forth in these works. 
1. Studies in Stock Speculation (2 vols.) 
One of the Most Valuable Series of Books Ever Pub- 
lished on Trading in Securities “i $8.75 
2. Financial Independence at Fifty .... 3.25 


3. Principles of Security Trading for the 
Businessman . 
$15.25 


LIMITED COMBINATION OFFER 


Because we know that in order to get the most good out of these remark- 
able books you must have all of them at hand for yeading and ready 
reference, we are making this Limited Offer: ‘ 
Special 

Price 


All Three Titles (4 vols.) —Worth $15.25. .$9.75 


Your Choice of No. 1 (2 volumes) and 
Either Book No. 2 or Book No. 3 


Financial Independence at Fifty. Enlarged, up-to-date edition of this 
standard work. Successful plans for investment and semi-investment. Clear 
methods whereby large or small investors may become financially independ- 
ent without taking chances or depending upon luck. It will take you out 
of the “rut,” start you on the road to success, show you how to save and 
still get the most out of life as you go along. 

Principles of Security Trading for the Businessman lifts the veil of mys- 
tery through which the average man views the stock market and shows 
that there is nothing about the purchase and sale of securities which can- 
not be easily mastered by the average businessman. [Illustrations supple- 
ment the text in making clear exactly how the purchase and sale of securi- 
ties can be undertaken with safety, and generally with substantial profit. 


A single idea may save or make hundreds of thousands of dollars 
for you. Do not delay getting these profit-pointing books. 
Fill out this Combination Offer—-TODAY 


USE THIS COUPON 
No books sent C.O.D. 


The Magazine of Wall Street, outside of continental 
42 Broadway, New York City. U. S. A. 

Gentlemen: I wish to take advantage of Special Combination Offer. 

00$9.75 Enclosed (IC.0.D. $9.75 
Send No. 1 (2 vols.) and Book No. 2 O0$7.75 Enclosed O1C.0.D. $7.75 
Send No. 1 (2 vols.) and Book No. 3 (0$7.75 Enclosed OC.0.D. $7.75 


Send Book No at the Regular Price Shown Above. 
OSend C.O.D. $ 


Send all 3 Titles (4 vols.) 


Enclosed 




















problem to be solved in the future. 

Another point, the railroads that are 
among the first to join with the air- 
plane are the most progressive in the 
country. The securities of such rail- 
roads will prove to be the most desir. 
able. No railroad can lag behind the 
procession these days and succeed. The 
pace is too fast, competition, particy- 
larly for passenger business, far too 
keen. In the meantime, owners of rail- 
road securities should not, lose sight 
for a moment, of the growth of air 
service alone, or when combined with 
that of the railroads. 
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plement her school pension and aug- 
ment her old age income. This 30 
Year Endowment policy, when taken 
at age 35, for $5,000, would call for 
an annual premium of approximately 
$135. 

The business and professional woman 
in general will find the Endowment 
Policy an excellent form of life insur- 
ance to consider. Endowment policies 
are issued with an elasticity as to ma- 
turity date which will meet the desires 
of most applicants. While the usual 
forms run for multiples of five years 
—i.e., 10 Year Endowment, 15 Year, 
20. Year, 25 Year, etc.—companies are 
usually willing to write Endowments 
for maturity dates that will meet the 
special plans of the applicant, as, for 
example, a 17 Year Endowment for a 
woman now age 38 who has a definite 
plan for readjustment of her living 
conditions at age 55. 

For the self-supporting woman who 
has no dependents, and no need for 
leaving life insurance proceeds to a 
beneficiary in event of her death, life 
companies are issuing particularly in- 
teresting contracts, known as “Old Age 
Income” policies, “Income Bonds” and 
“Deferred Annuities,” whereby an in- 
come may be planned in earlier years 
which guarantees independence in later 
life. This income may be planned for 
$25, $50, $100, or still larger amount 
payable monthly. It may be arranged 
to have it payable for ten years only 
commencing at a given age—usually 
60 or 65—and continuing for the ten 
year period; or, what is far preferable, 
it may be continued throughout life. 
The approximate cost of a $50 monthly 
income from a Deferred Life Annuity 
policy is shown in the accompanying 
box. 

This provides independence for the 
salaried woman in the Mellow Years 
of life. It is true that $25 a month 
may look small to the woman who is 
now earning six or eight times that 
amount. It marks, however, the very 
definite line between penury and 4 
modest independence. Who has not 
known the elderly woman of 65 or 70 
who chafes at her complete dependence 
on relatives, and to whom $25 a month 
for the rest of her life would represent 
a veritable God-send? 
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Building & Loan Associations” 


We will be glad to answer questions regarding the protection afforded to investors in Building 
& Loan Association by the laws and regulations of the states in which they are located, 
Address Building & Loan Ass’n Dept. c/o The Magazine of Wall Street, 42 Broadway, 


New York City 











Alabama. 


Colorado 








8% on Monthly Savings | 
7% on Fully Paid 


Certificates 


in amounts from. $50.00 to $5,000.00 
withdrawable on thirty days’ notice. 
Secured by First Mortgages on 
Homes not to exceed 60% of valua- 
tion. 


ALABAMA MUTUAL BLDG. & 


LOAN ASSOCIATION 
2012 Fourth Avenue, Birmingham, Ala. 


Under Strict State Supervision 
—— ean 


Oklahoma 
1927 WAS, THE BEST YEAR IN OUR HISTORY 


We paid our investors more than $431,000.00 in 
semi-annual interest dividends; set aside $45,000.00 
in reserve fund to protect our investors, making 
this protection fund approximately $155,000.00 at 
this time. and closed our books with 27 bor- 
rowers out of 2,200 owing us only $1,175.66 in 
delinquent interest. 

Our Eighteenth Semi-annual Report to investors 
is ready for distribution giving ful] details about 
every department of our business. We shall. be 
glad to send you a copy. Remember! We pay 
6%% on full paid investments and 742% on 























| Peace City Building & Loan Co. 
Masonic Bldg., Ponca City, Okla. 


| Name 
| Address 











; Booklet 
jor Investors 


Our booklet, ‘8% and Safety,’’ tells the 
story of the Orange County Building and 
Loan Association, located in prosperous 


Orlando and Orange County, Florida. 
Assets have grown from $11,000 to $3,- 
$40,997.81 in six years. $641,683.78 has 
been paid in dividends to over 3,000 
stockholders. Has always paid 8%, pay- 
able semi-annually, Shares offered at 
Par, $100, without bonus or commission 
of any kind. Write for booklet. 


: Orange County 
Building & Loan Association 
Orlando, Florida 














MAIL US $1.00 OR MORE AND RECEIVE 
a Savings pass book immediately with this 
amount to your credit. 8% compounded 
Quarterly is your reward. Present your 
ook for withdrawals. We specialize in 
Pah by mail and have accounts in many 
States. Conservative management and 
state supervision protects your funds. 


FORT PIERCE 
BUILDING 6LOAK 
ASSOCIATION 


FORT PIERCE FLORIDA 
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Guaranteed 
0 on Install- 
ment Certificates 
if Carried to Maturity 
Payable Either Quarterly or Semi-Annually 


Short-term full-paid certificates maturing 
~tn’ five “years. “Secured by first mortgages 
on homes in and around Denver plus a con- 
servative contingent reserve fund and rigid 
state supervision, ° 
Issued in units of $50 to $5,000. 
Interest to $300 exempt from Federal in- 
come tax. Write for booklet MW 


“THE OLD CONSERVATIVE” 


The Bankers 
Bidg. & Loan Ass’n 


1510 Glenarm St. Denver, Colo. 
Member Colorado State League and United States 
League of Building and Loan Associations. 
The Colorado Bankers’ Association. 
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Tax Exempt 


Ta be fe) 5 Year 
ows Guaranteed 
9 Income Certificates 


Why 





Interest paid twice a year. 100% 
secured by town and city 


First Mortgages 





under direct State Audit 
Supervision and Control 


*E CAPITOL Biitsine ana 


1661 Broadway, Denver, Col. 


SAFETY FOR 7% SAVINGS 



































in Systematic Savings 


BUILDING LOANE’SAVINGS INSTITUTION 
195 BROADWAY - 170 FULTON ST, (>) 

eos NEW YORK 

0° UNDER SUPERVISION 




















NY. STATE BANKING DEPT. 
On Save as You Please Accou 
secured by 
First Mortgages on Chicago Real Estate 
PEOPLES SAVINGS & LOAN ASS’N 
Supervised by State Banking Dept. of Illinois. 


6% FULL PAID CERTIFICATES 
oO 

Write for Booklet 
10956 S. Michigan Ave., Chicago, IIl. 




















, SOUTHLAND 


INVESTMENT 
CERTIFICATES 0 


(Full paid or prepaid Shares ) 
Dividends Payable January and July 


Issued in amounts of $500. and up 
in multiples of $100. Dividends pay- 
able from date of issue to withdrawal. 
No fees or impositions of any kind. 
Assets $1,750,000. Write for folder 
“Building and Loan as an Investment” 
and Financial Statement. 


SOUTHLAND suitoinc 
& LOAN ASSOCIATION 


G. A. McGREGOR, V. Pres. & Secy. 
1204 Main St. Dallas, Texas. 





























or more you can invest in our 
Fully Paid Shares and receive | 
dividends at the rate of 8% per 
annum, paid semi-annually. 


We also issue Monthly Installment and Pre- 
paid Shares. Write for information today. 
eo 


MIDLAND 


BUILDING & LOAN ASSN. 


SANTA FE BLDG. DALLAS, TEXAS 





NON-TAXABLE INVESTMENTS 


Full paid certificates issued in 
multiples of 100 dollars, interest 
payable quarterly in cash. No 
fees. Interest paid to date of 
cancellation after 90 days from 
date of issuance. Write for 
particulars. 

Texas Plains Bldg. & Loan Association 

107 West Sixth St., Amarillo, Texas. 


We pay 8% cash dividends 
8$% payable quarterly on Fully 
Paid Shares. 

San Angelo Bldg. & Loan Assn. 


(Under State Supervision) 
20 West Twohig San Angelo, Texas 











PUTS & CALLS 


If stock market traders under- 
stood the advantages derived from 
the use of PUTS & CALLS, they 
would familiarize themselves with 
their operation. 


PUTS & CALLS place a buyer 
of them in position to take ad- 
vantage of unforeseen happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


ESTABLISHED 1898 
Specialists in 
Puts and Calls 
Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones Hanover 3860-1-2-3 
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NEW WRITE 
BOOKLET FOR IT 

“The Guaranteed Way to 
Financial Independence” 


INVESTORS SYNDICATE 


Established 1894 
100 No. 7th St., Minneapolis, Minn. 
17 E. 42nd St., New York, we 





WATER WORKS 
SECURITIES 


Toy,GILSON & COMPANY 


CORPORATE 
39 hisdlitee, eee York 
Jamestown, N. Y. Harrisburg, Pa. 
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KEEP POSTED 
BANK AND INSURANCE STOCKS 
Investors in Greater New York who are in- 
terested in this type of security will be 
sent booklet without obligation by one of 
the leading specialists in bank and insur- 
ance stocks. (475). 
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Dividends and Interest 











LITH OGRAFHEDS 
LETTERHEADS 
$1.25 per 1000 


IN LOTS OF 50,000 
25,000 at $1.50—12,500 at $1.75 or 
6,250 our Minimum at $2.25 per 1000 
Complete—Delivered in New York 
ON OUR 20 LB. WHITE 
PARAMOUNT BOND 
A Beautiful, Strong, Snappy Sheet 
ENGRAVINGS AT ACTUAL COST 
GEO. MORRISON. COMPANY 
552 West 22nd St., New York City 
SEND FOR BOOKLET OF PAPER AND ENGRAVINGS 





























Business Opportunities 


BIG;BUSINESS OPPORTUNITY 


$400 KEI-LAC MACHINE EARNED $5040 IN ONE 
YEAR; $240 machine earned $1440; $160 machine 
earned $2160, One man placed 300. Responsible 
company offers exclusive advertising proposition. 
Unlimited possibilities. Protected territory. In- 
vestment required. Experience unnecessary. NA- 
TIONAL KEI-LAC CO., 557 Jackson Blvd., 
Chicago, Ill. 


Dividends and Interest 


INTERNATIONAL PAPER COMPANY 
New York, June 26th, 1928. 


The Board of Directors have declared a 
quarterly dividend of sixty (60c) cents a 
share on the Common Stock of this Com- 
pany, payable August 15th, 1928, to common 
stockholders of record at the close of busi- 
ness, August Ist, 1928. 

Checks to be mailed. Transfer books will 


not close. 
QWEN SHEPHERD, 
Vice-President and Treasurer. 


Independent Oil and Gas Co. 


Dividend No. 23 


The Board of Directors has declared a 
dividend of Twenty-five (25c) cents per 
share on the capital stock of this Com- 
pany, payable July 31, 1928, to stockholders 
of record at the close of business July 16, 


JOHN E. CURRAN, 
Secretary. 
Tulsa, Okla., June 23, 1928. 


LOEW’S INCORPORATED 


“Theatres Everywhere” 

July 12, 1928. 
At an Executive Committee meeting of this 
Company held on July 2nd, 1928, a quarterly 
dividend of $1.6214 per share was declared on the 
outstanding $6.50 Cumulative Preferred Stock of 
the Company, payable on August 15th, 1928, to 
stockholders of record at the close of business on 

July 28th, 1928. Checks will be mailed. 
DAVID BERNSTEIN, Treasurer. 























SOUTHERN RAILWAY COMPANY 
New York, June 7, 1928. 

A dividend of two per cent (2%) on the 
Common Stock of Southern Railway Com- 
pany has been declared payable on August 
1, 1928, to stockholders of record at the 
close of business July 2, 1928. 

Cheques in payment of this dividend will 
be mailed to all stockholders of record at 
their addresses as they appear on the books 
of the Company unless otherwise instructed 
in writing. 

Cc. E. A. McCARTHY, Secretary. 


WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY. 

A Dividend of 2% ($1.00 per share) on 
the COMMON STOCK of this Company, for 
the quarter ending June 30, 1928, will be 
paid July 31, 1928, to Stockholders of record 


as of June 29, are te 
H. BAETZ, Treasurer. 
New York, June 0, 1928. 





When doing business with our advertisers, kindlu mention 














Middle West 
Utilities Company 


Notice of Dividend 
on Common Stock 


The Board of Directors of Middle 
West Utilities Company has de- 
clared a quarterly dividend of One 
Dollar and Seventy-five Cents 
($1.75) upon each share of the out- 
standing Common Capital Stock, 

ayable August 15, 1928, to all 
Same stockholders of record 
on the Company's beoks, at the 
close of business at 5:00 "o'clock 
P. M., July 31, 1928. 

EUSTACE J. KNIGHT, 


Secretary. 


AMERICAN RADIATOR COMPANY 
PREFERRED DIVIDEND 
COMMON DIVIDEND 


A dividend of one and three-quarters per 
cent (134%), being the 118th consecutive 
quarterly dividend, has been declared on tue 
Preferred Stock, payable August 15, 1928, 
to stockholders of record at the close of busi- 
ness August 6, 1928. 

A dividend of one and one-quarter dollars 
($1.25) per share, being the 96th consecu- 
tive quarterly dividend, has been declared on 
the Common Stock, payable September 29, 
1928, to stockholders of record at the close 
of business September 15, 1928. 

The transfer books will not be closed. 


D. M. FORGAN, Treasurer 



































Monongahela West Penn 
Public Service Company 


NOTICE OF DIVIDEND 


The Board of Directors of the Monon- 
gahela Wesi Penn Public Service Com- 
pany has dec ared quarterly Dividend 
No. 21 of one and three-quarters per 
cent. (4334¢ per share) upon the 7‘¢ 
Cumulative Preferred Stock, for the 
quarter ending September 30, 1928, 
payable October 1, 1928, to stockholders 
of record at the close of business Sep- 
tember 15, 1928. 


S. E. Mitcer, Secretary. | 
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KEEP POSTED 


THE COUPON IN PAGE ADVERTISEMENT 
of McNeel’s Financial Service in the June 36 
issue should have read that R. W. MeNeel’s 
book, “‘Beating the Stock Market,’’ would 
be sent upon request, and that the sum 
$1 could be remitted later if the reader con 
sidered the book worth it—otherwise read it 
at no cost, to conform to the text of the 
advertisement above coupon. 
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TRADE TENDENCIES 
(Continued from page 584) 
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the fact that fall activity may be a 
trifle less than in previous years, with 
the exception of 1927, there is an ex- 
cellent possibility that ingot production 
will set a new mark for 1928. 

Although tonnage and its effect on 
output have been quite satisfactory 
during the first six months, earnings 
of steel companies have not shown a 
proportionate gain in accordance with 
order volume, due to the price situa- 
tion. Low cost production, of course, 
is a helpful factor but sellers have 
been unable to advance prices defi- 
nitely, although attempts have been 
made with varying success. More re- 
cently there has been a weakening in 
wire prices and the $2 a ton advance 
posted at the beginning of the year is 
now almost a negligible factor. Never- 
theless earnings reports for the six 
months should show a slight increase, 
while leading companies are in a more 
favorable position. With cooperation 
producers should be able to effect a 
solution for the aggrandizement of 
profit margins in the balance of the 
year. 





AUTOMOBILES 











Outlook Favorable 


In comparison with the summer 
period of 1927 the automobile industry 
at the present time shows a substan- 
tial gain in activity. Considering the 
seasonal downward trend in other in- 
dustries and the fact that operations 
have been on a high plane in past 
months the decline now in evidence is 
cmparatively slight, reflecting the 
sustained volume of demand, and condi- 
tions are more satisfactory than in 
several years. The general prosperity 
embraces not only the low-priced field 
but medium and higher-priced business 
has also been very gratifying; and the 
majority of companies will report 
marked improvement in earnings. 
While increased profit margins are 
tue, to a large extent, to the heavy 
tin of business, manufacturers have 
also been aided by a favorable trend 
I prices of important raw materials 
and stable price levels for their own 
Products. 


While it is reasonable to expect that 
operations will show a declining tend- 
‘ney from this time on until the fall, 
4 number of companies have sufficient 
orders on hand to enable them to con- 
tinue active schedules during the sum- 
mer. Moreover, the increasing trend 
of Ford production should help main- 
re a generally fair rate of output 
Pe: the industry as a whole. Manu- 
a are beginning to announce 

. models, although most companies 
wil not be ready to place their designs 
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Someone Might, But— 


Someone might make as good 
an appraisal as an American 
Appraisal. But it would take him 
many times as long and it would 
cost many times as much. The 
real resources of the American 
Appraisal Company are the data, 
the personnel, and the experience 
which enable us to make accurate 
appraisals quickly, inexpensively. 


THE 


AMERIGAN APPRAISAL 


GOMPANY 


A NATIONAL ORGANIZATION 


























Bond Yields at a Glance 


A valuable booklet enabling you to see at a glance the 
yield on any bond from 3% to 7%. Every investor 
should have a copy. We will send you a copy FREE 


if you will send us the names of four friends, who would 


be interested, you feel, in The Magazine of Wall Street. 





The Magazine of Wall Street 
42 Broadway New York City 








Office Appliance and 
Equipment Service 
Department 


Because of the tremendous amount of correspondence 
we handle in connection with our Inquiry Department 
as well as on account of the attendant minute book- 
keeping and accounting problems, we had to equip our 
offices with practically all the outstanding time saving 
and efficiency increasing devices on the market. As a 
matter of fact, we are replacing continuously these 
devices by improved ones as they are being put on the 
market. We want to give our readers the benefit of 
our experience and tests covering twenty years and will 
be glad to answer any requests for information as to 
how we have conquered the problems that of necessity 
have arisen in an organization as large as ours. In 
addition to such information we will arrange to have 
our readers supplied with literature dealing with the 
solution of their particular case. 


As there is no charge or obligation connected with 
this service, we shall be glad to have.you check the 
information desired on the coupon below and, AT- 
TACHED TO YOUR BUSINESS LETTERHEAD, 
mail to O. A. & E. S. Department, c/o The Magazine of 
Wall Street, 42 Broadway, New York City. 


OiAnalysis of Record Keeping Problems. 
OoTelegraphic Typewriters. 
OOTypewriter Copy Holders. 
Commercial Office Furniture. 
OWood (Steel. 
OFiling Equipment. 
OScales. 
(Fire Resistive Safes. 
Automatic Segregating & Filing 
Devices. 
Mailing Room Equipment—{]Stamp Af- 
fixers, [JEnvelope Sealers, [Mech- 


anical Letter Openers, [Postal 
DAccounting & Tabulating Machines. Pereit telling Mechines, (iSeal- 


(COTime Recording Devices. ine ak: Miaaiines 
(Continuous Forms for Multiple Copies : 

o of Checks, Confirmations, Bills, OStencil Cutting Machine. 

Orders, etc. Sectional & Movable Office Partitions. 
(Loud Speaking Interior Telephone CSteel Wood. 

Systems (Dictograph). (Papers for Office Use. 
CTypewriters. (Numbering & Dating Machines. 

Oo0Cash Registers. 


Mechanical Bookkeeping Equipment. 
(Cards ([Trays [JIndexes. DOTelephone Devices—Mufflers, Hearing 
Devices. 


Steel Storage Equipment. 
(Lockers [Shelving [JCabinets. ClExecutive Office Suites (Period Furni- 


Indexing Services. : ture). 


MAdding Machines. 

(Calculating Machines. 

CBilling Machines. 

(Bookkeeping Machines. 

(Addressing Machines. 

(CAutographic Registers. 

(Check Protection Devices & Systems. 

ODictating & Transcribing Machines. 

(Duplicating Machines & Systems. 

(OLoos: Leaf Binders, Equipment & 
Systems. 

DVisible Indexes. 


July 28. 























on the market until the fall, and this 
is stimulating order volume. Retgjj 
movement of new and used cars has 
been unusually large, while deliveries 
have followed the same course. Stocks 
in hands of dealers at the beginning 
of June were high but heavy sales have 
materially reduced the total. Low and 
medium-priced cars are in excellent 
demand, with the more expensive 
models also making a favorable shovw- 
ing, and earnings should: reflect the 
improved position of manufacturers, 





‘LEATHER 











Position Satisfactory 


Resumption of an upward trend in 
hide prices indicates that dullness 
which prevailed in the leather indus- 
try during the past two months has 
about run its course. Unsettling fac- 
tors responsible for the 15% decline in 
prices from the April high levels were 
restricted demand from tanners and 
weakness in South American markets, 
while to a lesser degree the prolonged 
advance in the early part of the year 
reacted unfavorably on demand. With 
the corrective setback in prices and 
elimination of weakness in foreign 
markets, the opening of the second half 
finds the industry in a decidedly im- 
proved position, not only from a mar- 
keting viewpoint but statistically as 
well. An important development in the 
leather situation is the small supply of 
stocks, and, in view of the lower rate 
of output and heavier consumption, 
this must ultimately be reflected in 
stronger prices. 

The number of cattle being slaugh- 
tered this year is about 10% under 
1927, with the prospect that even a 
smaller amount will be killed next 
year, as cattlemen are concentrating 
on the building up of herds in order to 
take advantage of higher beef prices. 
This naturally limits the supply of 
leather for some time to come, possibly 
two or three years, although the poten- 
tial source in the meantime is con- 
stantly growing larger. On the other 
hand, the quality of the leather is 
greatly improved by such an arrange- 
ment. 

Sole leather prices have been at 
levels such as to permit heavy leather 
companies to show substantially in- 
creased earnings over 1927; and in 
view of the fact that the outlook favors 
the maintenance of steady and gradual- 
ly advancing quotations results for the 
full year should be well up to present 
indications. 





KEEP POSTED 
BUILDING WEALTH THROUGH 8% 
The National Cash Credit Corporation have 
prepared this interesting booklet for 
distribution. A copy may be liad by ad- 
dressing (449). 


A LISTED STOCK 
with profit possibilities hus been analyzed 
by an old established Stock Exchange house. 


Send for your free copy. (478). 











When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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BUSINESS PROSPECTS 
BETTER 


(Continued from page 559) 








ee ated 


part of the year, farmers have enjoyed 
better prices and, accordingly, their 
purchasing power has improved. This 
has been especially reflected in the 
steady increase in demand for farm 
equipment. While prices of farm prod- 
ucts are not precisely high, cost of 
production has declined partly as a re- 
sult of a lower level for fertilizers and 
other materials and partly because 
labor has become available: at some- 
what lower cost, owing to falling off 
of industrial activities in certain parts 
of the country. Financially, the farm- 
ers appear better off than in some 
years but, of course, this is only rela- 
tive, comparison being made with the 
deplorable conditions affecting the 
agricultural regions several years ago. 
However, the situation seems in better 
control and a certain degree of sta- 
bility, hitherto lacking, has become 
more evident. 

Retail trade, as exemplified by the 
large distributive organizations, though 
not necessarily by small concerns or 
private shopkeepers, is in a sound con- 
dition. For the first six months, sales 
of leading chain stores showed an in- 
crease of 17.1% over the same period 
last year. Allowance must be made, 
however, for the fact that the greater 
portion of the increase is the direct re- 
sults of. expansion in the number of 
units. Nevertheless, from the national 
viewpoint the continued growth of sales 
isreassuring. Department stores have 
not done so well, it being expected that 
conditions this year will about dupli- 
cate those of 1927. Nevertheless, the 
latter was a good year from the view- 
point of turnover and profits, and if 
the. department stores match this rec- 
ord in the current year, they will have 
done well. The two leading mail order 
houses for the first five months report 
an increase from about 185 millions to 
198 millions. This class of business 
has made probably the most striking 
gains of any in recent years and their 
further progress seems assured. 

Warm weather has stimulated both 
Wholesale and retail trade. Vacation 
buying has reached large proportions 
and a good summer is assured. Collec- 
tions seem to be fair. 


Conclusion 


Thus far the political situation has 
had little effect upon business. The 
Platforms of both parties are essential- 
ly conservative and business people 
seem to feel that the condition of in- 
dustry and trade will not be changed 
as a result of the elections. In the 
Meantime, preparations are being made 
for an active autumn and winter sche- 
es The recent increase in Steel un- 
led orders indicates strongly that a 
new buying movement is under way 
and this probably presages a recovery 
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in general manufacturing. While it is 
still early to speak of the outlook for 
the crops, nevertheless, barring any 
pronounced and unexpected changes in 
output, the position of the farmer 
should continue to show slow improve- 
ment and this should increase farm 
purchasing power. The money situa- 
tion is considerably strained but this 
bears more heavily upon the securities 
markets than upon business itself. 
Accommodations for crop-moving pur- 
poses and ordinary business should be 
ample though probably at rates some- 
what higher than for the same period 
in the last few years. Of course, pro- 
longation of a high money rate might 
show a tendency to limit the scope of 
the business increase but if the Fed- 
eral Reserve Board should succeed in 
its policy of holding down security 
speculation, there would be no reason 
to fear any untoward effects on the 
business structure. Altogether, while 
a boom of 1926 proportions appears 
unlikely at this stage, it is clearly 
evident that underlying forces are 
shaping themselves toward a recovery 
of at least mild proportions. 





IMPORTANT FACTORS IN 
PUBLIC UTILITY SECURITIES 
MARKET 


(Continued from page 602) 





units, elimination of duplication in 
service, overhead and other costs, and 
by reason of better financial manage- 
ment, stronger banking connections 
and superior legal advice. However, 
the building up of very complicated 
financial structures and the aggrega- 
tion of vast amounts of capital under 
a single control were viewed by many 
with great suspicion, the situation was 
given a great amount of newspaper 
publicity and was the basis of much 
hostile criticism in Congress and other- 
wise. 

During February of this year the 
Senate directed the Federal Trade 
Commission to make a further inquiry 
into the organization and the business 
and financial methods of the various 
public utility companies engaged in 
any way in interstate busines despite 
the fact that these utilities had al- 
ready been the subjects of constant in- 
vestigation for several years past 
under authority of the same Commis- 
sion, which had recently issued a re- 
port showing that no such thing as the 
so-called “power trust” really existed 
and that the largest single interest in 
the industry controlled less than 12% 
of the electric energy generated. 

The principal subjects indicated for 
inquiry under the latest Senate resolu- 
tion are: The capital assets and liabili- 
ties of the utilities, and the growth of 
each; whether there is over-capitaliza- 
tion; the methods of issuance and the 
price received from securities; the re- 
lationships with holding companies, and 
their benefits and detriments; physical 
interconnections; interstate transmis- 





















































Speeding Cage Vork 
with 
Mant-Foup Forms 


eo Forms help you 
remove the cause of conges- 
tion in your routine record writing 
system. You greatly simplify the 
clerks’ work, you speed up produc- 
tion with fewer employees, and gen- 
erally lower operating costs and over- 
time expense to a notable extent. 


The following statement was re- 
ceived” from a user of Mani-Fold 
Forms (name on request): “In con- 
nection with this system, we have 
established a cage system which does 
away with all hand written blotters 
whatsoever, and in ONE OPERA- 
TION combines stenographic work 
together with receipt or delivery 
blotter work. The work is sped up to 
such an extent that neither the stock 
record clerk, nor the bookkeeper, nor 
the control, nor the mail, nor any- 
body at all has to wait for the finish- 
ing of the cage blotter work”. 


The Mani-Fold Method of record 
writing is worth investigating. It 
can be adapted to your present sys- 
tem without undue expense or 
trouble. 


The user quoted above pays Mc. 
for a complete set of record forms 
printed on Hammermill Bond. Com- 
pare this with the total cost of your 
loose forms. Write today for in- 
formation. 


Pin the Bottom of This Ad to Your Letterhead 


The Manifold Co. 


Division United Autographic Register Company 


13348 Corr Rp. CLEVELAND, O. 























EMBARRASSING MOMENTS 


When you forget to take the 
$1.98 price mark off Her 
birthday gift... be nonchalant 
... light a MURAD cigarette. 

















Principles of Security Trading 
for the Businessman 


A guide for the beginner; a profit-pointing 


the experienced trader and 


. f 
mand book Illustrated. 


snvestor. 212 Pages. 
$3.25 Postpaid 
The Magazine of Wall Street 
42 Broadway, New York 





The Investor’s Dictionary 
Clear Definitions of Every Important Word 


i Used in Trading or Investing. 
degen yee Helpful Books. Illustrated. 


$2.50 Postpaid 
The Magazine of Wall Street 


42 Broadway, New York 
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For Easy and Profitable 
Reading Get— 
i E ics for 


Successful Investment” 





“Necessary B 


Tracing movements which began long before 
the days of recorded history, this book 
sets forth the significance of such funda- 
mentals as supply and demand, under-pro- 
duction and over-production, the effect of 
good and bad crops, the ebb and flow of 
credit, and similar factors. These can be 
turned to good account by those who are 
wise enough to recognize the signs and take 
advantage of the trend. 174 Pages. 


Postpaid $3.25 


The Magazine of Wall Street 


42 Broadway, New York 


sion of gas and electricity; state regp. 
lation of rates and service, and pos. 
sible federal regulation of them; and 
any attempts through publicity to con- 
trol public opinion on municipal and 
public ownership. 

A beginning has been made by the 
Commission in sending out a prelimi- 
nary questionnaire to a list of some 
8,000 concerns, chiefly for the purpose 
of finding out just which of them fall, 
by reason of their operations, within 
the proper scope of the more detailed 
investigation to follow. 


The task prescribed for the Commis. 
sion is a very large one indeed and will 
doubtless require a long time to com- 
plete. Although a monthly report to 
the Senate indicating progress being 
made is required, the completion of the 
inquiry and its ultimate results and 
recommendations are, of course, as yet 
highly uncertain. The officials of the 
utility companies stoutly maintain that 
their activities and methods have been 
strictly legal and proper and in ab- 
solute harmony with the best interests 
of business and the general public, and 
that they have nothing to fear from 
any fair and impartial tribunal, or 
from a fully informed public opinion. 
Certainly nothing has yet been dis- 
closed to justify the claims of corrup- 
tion so loudly made some time ago. It 
seems reasonable to assume that after 
the excitement of these political in- 
vestigations has subsided whatever 
abuses may be discovered will be cor- 
rected and the industry will continue, 
uninterrupted, its vigorous forward 
march. 


The great confidence of the investing 
public in the future of the public utili- 
ties has been very amply demonstrated 
in the market action of the securities 
of the various important companies 
during the recent drastic reaction in 
the general financial markets. Less 
than almost any other class of active 
market securities did the issues of the 
high grade, established public utility 
companies suffer in the general decline. 
Over the past several years the earn- 
ings of practically all representative 
companies have shown a rapid and con- 
sistent increase, both in gross and net, 
and this rate of gain has been rela- 
tively unaffected by the recurrent 
cycles of prosperity and depression in 
general industrial conditions. 

With a background of such stability 
and strength, and with a future out- 
look for development exceeded by n0 
other industry or group it seems cel- 
tain that investors will gladly continue 
to pour millions, and billions, of dol 
lars into the upbuilding of our great 
light, power, gas, telephone and other 
public utility enterprises. 





KEEP POSTED 


MANAGING INVESTMENT FUNDS 
Has each bond and stock of yours a def- 
nitely favorable outlook now? This booklet, 
issued by a Wall Street financial service, 
shows what you should expect from every 
one of your investments and how their staff 
can aid you in your selections. (432). 
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WHY WATER COMPANY 
BONDS APPEAL TO INVESTORS 


(Continued from page 618) 
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public utility industries, because, as 
previously indicated, a water com- 
pany’s assets are of a relatively per- 
manent character, such as real estate, 
buried water mains and slow-moving 
machinery. A water company, fur- 
thermore, has practically no selling ex- 
pense. When a new dwelling house is 
puilt, for instance, the company is 
asked to supply water as a matter of 
course, and no advertising is necessary 
to induce people to use more water. 


The real investor, 
as distinguished 
from a speculator, buys investments 
to put away permanently as income- 
producing property. Nevertheless, cir- 
cumstances might possibly develop 
which would require the converting of 
his holdings quickly into cash. The 
discriminating investor provides for 
this contingency by selecting securi- 
ties of a type which can be sold readily 
at any time in any recognized market. 
Water company bonds, as stated, are 
extensively owned throughout’ the 
United States, and their worth is so 
widely recognized that the constant 
demand for them by banks, institu- 
tions and private investors creates an 
active market in all the principal finan- 
cial centers. 


Marketability 


Of all classes of se- 
curity buyers, insur- 
ance companies prob- 
Helders ably exercise the 
: greatest care in select- 
ing bonds. Furthermore, insurance 
companies demand investments of the 
most substantial and permanent na- 
ture. They are vitally interested in 
the security of the investment at its 
maturity many years hence, and they 
buy with no idea of disposing of the 
bonds until maturity. It is quite sig- 
nificant, therefore, that water bonds in 
large blocks have been purchased and 
are being held by many of the largest 
life, fire and casualty insurance com- 
panies, This shows their judgment as 
to the permanency of the security be- 
hind water company bonds. These 
companies have been rapidly increas- 
ing their investments in such securi- 
ties in recent years. 


Insurance 
Companies 
Large 
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od APPLICATION OF REAL ESTATE 

OWLEDGE TO REAL ESTATE BONDS 
This beautiful booklet, issued by a well- 
known Chicago first mortgage real estate 
bond house, explains just what is behind 
their first mortgage bonds in an interesting 
way. Why not send today for your free 
Copy? (455). 


INVESTORS’ GUIDE 


This booklet will lead you to complete in- 
Vestment satisfaction and service wherever 
you live. Write today for your free copy 
issued by one of the oldest first mortgage 
Teal estate houses. (438). 
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TEVER car you may be 
thinking about—or whatever 
notions you may have about cars 
in general or particular— don’t 
jump at a decision, don’t act on 
anything, until you see and try 
this new Chandler Six “65”. 

Never—not once in all automo- 
bile progress has luxury talked 
price as it does in this case! 

By all standards and all tests this 
new Chandler “65” checks up as 
the most fascinating car of its kind 
that ever appeared under the sun. 

It’s an absolute sensation. An 
inexpensive car with the style and 
luxury of an expensive car... 

And how it does purrform! Its 











acceleration is breath-taking. It 
zips through traffic like an arrow 
from the bow. Its power on hills 
is astonishing. Its quiet smooth- 
ness and high range of speed are 
remarkable. 


How fast? Well, a good 65— 
and then some! 


It’s smart ... It’s rich inside ... 
Its abundantly roomy ... 
nickel is non-stain chromium ... 
A quality car through and through 
.«- Has the backbone... Has 
everything ... Does everything ... 

America’s finest light Six is 
Chandler’s new Six “65”. We 
invite you to see it and proudly 
ask you to drive it. 


CHANDLER-CLEVELAND MOTORS CORPORATION, CLEVELAND, OHIO 


fs an absolute knock-out! 


Chandler blossoms out with the sweetest, 
speediest, most powerful automobile ever 
built for less than twelve hundred dollars 


The New Six 035° 


69) 


Four-Door Sedan ; 7 + Coupe, $875 


Also a New Big Six, $1525 
and a New Royal Eight “85”, $1795 


All Prices f. o. b. Factory 


‘| 











ANDLER| 





Puts . 


Calls 


- Spreads 


Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 


Profit possibilities and other important features are 
described in Circular W. Sent free on request. 


Quotations furnished on all listed securities 


S. H. WILCOX & CO. 


Established 1917 
39 Broadway 


Incorporated 


New York 


Telephone Whitehall 10350 











NEW ISSUE 


$12,000,000 


TRANSCONTINENTAL OIL COMPANY 


First Mortgage Ten-Year 614% Sinking Fund Gold Bonds 
With Detachable Stock Purchase Warrants 


To be dated July 1, 1928 


Authorized $15,000,000.00. 
after thirty days’ published notice, the redemption price to 
are surrendered 


To mature July 1, 1938 


To be presently issued $12,000,000.00 Redee mable on any interest date as a whole or in part at the option of the Company 
be at the holder’s option, 
with the bonds, or 100 and interest if such warrants are not co surrendered. Principal and interest payable in Chicago at The People’s 


110 and interest if unexpired appurtenant stock purchase warrants 


Trust and Savings Bank of Chicago or at the option of the holder in New York City at Internationa! Germanic Trust Company or in Baltimore, Maryland, 


at Union Trust Company of Maryland. 


Coupon Bonds registerable as to principal, in denominations of $1,000 and $500. 


Interest payable January 1 


and July 1, without deduction for any Federal Income Tax not in excess of 2% per annum which the Corporation or Trustee may he required to with- 


hold. 


Company agrees to refund, upon proper application, to holders of these *onds, any valid tax assessed and paid under the laws of any state of the 


United States, to the extent of five mills per year upon each dollar of prin cipal thereof; and the Massachusetts State Income tax not in excess of 6% 


per annum of the interest thereon. 


THE PEOPLES TRUST AND SAVINGS BANK OF CHICAGO, CORPORATE TRUSTEE 


The mortgage carries a sinking fund applicable to the retirement of bonds by lot. 


In respect of bonds called through the sinking fund the 


holder thereof has the option of surrendering the bonds with any unexpired stock purchase warrants thereto appertaining and receiving 
therefor 110 and accrued interest, or of retaining such warrants and receiving for the bonds par and accrued interest. 

Each Bond will carry a detachable warrant which will entitle the holder to purchase 20 shares of Transcontinental Oil Com- 
pany Common Stock for each $1,000 principal amount of Bonds held (and proportionately for $500 principal amount of Bonds 


held), upon the following terms: 
On or before July 1, 1929 
Thereafter and on or before July 1, 1930 
Thereafter and on or before July 1, 1933 
Thereafter and on or before July 1, 1936 


at $ 9.00 per share 
11.00 per share 
15.00 per share 
20.00 per share. 


The stock purchase warrant agreement will contain provisions designed to protect the warrant holders against dilution of their 
rights in case of the issuance of additional stock or stock purchase warrants, recapitalization, consolidation, merger or sale. 


From the letter of Mr. F. B. Parriott, President of the Company, we summarize as follows: 


. 

Business: Transcontinental Oil Company, incorporated in 
Delaware, started operations in August, 1919, and has develop- 
ed a well-rounded organization engaged in all phases of the oil 
industry. For the first four months of the current year, the 
Company's gross crude oil production has averaged 12,003 
barrels per day from 373 wells. In addition to this produc- 
tion, the Company has well in excess of 300,000 barrels per day 
in its Yates Pool properties (based on official field proration 
test gauges) pinched in awaiting transportation facilities. The 
Company, directly or through subsidiary corporations, owns, 
or has an interest in leases within the United States aggregat- 
ing 166,968 acres, and in addition, owns interests in large 
acreage in Mexico, Colombia, S. A., and Roumania. 

The Company's refineries, located at Bristow and Boynton, 
Oklahoma, and Fort Worth, Texas, have a combined daily 
capacity of 14,000 barrels and are served by 668 miles of pipe 
lines owned by the Company or its subsidiaries. For the ship- 
ment of its products, the Company operates 1,130 tank cars. 
Cracking plants are in operation at all refineries and those at 
Boynton and Fort Worth are completely equipped for manufac- 
ture of all grades of lubricating oils and wax, as well as gaso- 
line, kerosene and fuel oil. The Company has fourteen casing- 
head gasoline plants. Refined products are wholesaled and 
retailed through its own filling and bulk stations and numerous 
agencies throughout the country under the well known “Mara- 
thon” brand. ~ 


Purpose of Issue: The proceeds from the sale of these 
bonds will be applied to the redemption and retirement of all 
of the Company's funded debt totalling $5,736,000, and to the 
reduction of the current indebtedness heretofore incurred in 
the development of the Company's properties, and to provide 
additional working capital. 


Security: These first Mortgage Bonds will, in the opinion 
of counsel, be secured by a direct First Mortgage Indenture 
(subject to certain purchase money obligations totalling only 
$21,302.54) specifically covering all of the Company's refineries 
casinghead gasoline plants, fee owned filling and bulk stations 
and interests in developed leases, with the exception of the 
Company's Fort Worth Refinery and some unused property 
in Pennsylvania and New York of comparatively small value 
which the Company proposes to sell. The Indenture will contain 
a covenant that all undeveloped leases when developed must 
be specifically subjected to the lien of the Indenture. There will 
further be pledged under the Indenture the shares of stock 
owned by the Company in its subsidiary corporations with the 
exception of its shares of stock in United Producers Pipeline 
Company. The Company's physical properties have recently 
been appraised by independent engineers at more than $65,- 
000,000.00. A value of $7,067,664.00 was assigned in the ap- 
praisal as the value of the Fort Worth Refinery and the stock 
of the United Producers Pipeline Company, which, for purposes 
of convenience in operation, are not subject to the lien of this 
mortgage. The consolidated balance sheet of the Company 
and subsidiary corporations as of March 31, 1928, adjusted to 
reflect the application of the proceeds of this financing to the 
reduction of current indebtedness, shows current assets of 
$6,648,692.12 and current liabilities of $1,385,161.98. On the 
basis of this balance sheet and giving effect to the appraisal 
of the fixed assets, net tangible assets, after deducting all 


liabilities except these Bonds, are in ‘excess of $5,700 for each 
$1,000 Bond of this issue. Following this issue. of Bonds the 
Company has outstanding $15,750,000.00 par value of 7% 
Cumulative’ Preferred Stock and’ 3,842,029 shares of no par 
Common Stock. The Common Stock is listed on the New York 
Stock Exchange. At current.prices the shares of Common and 
Preferred Stocks now outstanding have a market value of ap- 
proximately $40,000,000.00. 


Earnings: The consolidated net earnings of the Company and 
subsidiary corporations, before interest, depreciation, charge 
off for dry holes and abandoned leases, etc., and giving effect to 
elimination of deferred credits, now transferable to Income and 
Surplus Accounts, as a result of the favorable decision of the 
Supreme Court of Texas, in the so-called Relinquishment Act 
cases, as certified by Messrs. Main & Company, certified public 
accountants, were as follows: For the year ended December 31, 
1925, $2,916,082; for the year ended December 31, 1926, $4,- 
197,331; for the year ended December 31, 1927, $1,608,767; for 
the 3 months ended March 31, 1928, $418,367, or at an average 
annual rate of $2,812,476 for the three and one-quarter years, 
These earnings are at the rate of 3.60 times interest require- 
ments on this issue. Earnings for the same period before in- 
terest, but after all charges for’ depreciation, dry holes, abdn-- 
doned leases, etc., amounted to $1,407,478 in 1925; $1,779,637 
in 1926; $406,073 deficit in 1927; $165,864 profit for the first 
quarter of 1928, or an average of $906,740 per annum. The° 
earnings as stated above reflect the income from only a very 
small portion of the production from the Company’s Yates 
Pool properties, which, it has been conservatively estimated in 
the independent report to the bankers, will produce 100,000,000 
barrels of oil. Additional pipe I'ne facilities are now making pos- 
sible the marketing of this oil in an increasing volume. A sub- 
stantial profit can be realized in’marketing this oil even at its 
current low price. 


Sinking Fund: The Trust Indenture securing these Bonds 
wi!l provide that the Company shall in the years 1929 to 1937, 
both inclusive, pay to the Corporate Trustee, in semi-annual in- 
stallments, a sum equal to 20% of the Company's earnings, on 
the basis of a consolidated statement of the Company and its 
subsidiary corporations, for the preceding calendar year, such 
payments to be applied by the Corporate Trustee to the redemp- 
tion by lot of outstanding bonds. Such earnings as a basis for 
this sinking fund reserve are to be ascertained after deduction 
of all operating charges including the annual charge-off for 
dry holes, cancelled leases, interest, Federal income tax and all 
other taxes, but excluding depreciation, depletion and/or amorti- 
zation of securities discount. 

In the three years ended December 31, 1927, the above Sinking 
Fund would have been as follows: 1925, $147,849; 1926, $437,- 
463. No funds would have been available for Sinking Fund 
purposes in 1927, which was generally considered as an eX- 
ceptionally poor year in the oil industry. This is an annual 
average of over $195,000, assuming interest charged on the 
entire new issue against earnings, but giving no effect to the 
use of the additional funds received from the present issue an 
no appreciable effect to production in the Yates Pool. This 
Sinking Fund, therefore, depends upon future realization of 
present favorable developments in the Company, which we be- 
lieve will result in substantial sums being available in the 
future for the retirement of this issue. 


The Company agrees to make application to list these Bonds on the New York Stock Exchange 
These Bonds are offered when, as and if issued and received by us and subject .o the approval of counsel, Messrs, Pam and Hurd for the Bankers, and Mr. 


J. Charles Adams for the Company. 
Dallas, Texas. 


Books and accounts audited by Main & Company, Certified Public Accountants. 


Appraisal by Mr. Wm. E. Wrather, 


Transcontinental Oil Company 7% Notes due April 1, 1930, with stock purchase warrants attached will be accepted in payment for these 
bonds at 105 and accrued interest; without stock purchase warrants attached the 7% Notes will be accepted at 101 and accrued interest. 


Price 100 and Interest, yielding 614% 


GORRELL & COMPANY, Inc. 


STEIN BROS. & BOYCE 


We do not guarantee the statements and figures herein, but they are taken from sources which we believe to be reliable 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Pacific Gas and Elec 


in 


tric Co. 


San Francisco, California 


The Company operates in thirty-eight counties 
in Northern and Central California, with an area 
of 61,000 square miles and a population of 
2,500,000. In this field, one of the most rapidly 
growing sections in the country, it serves ap- 


proximately 350 cities and towns, as well as an 
extensive and diversified rural area. In 1927, 
sixty-two per cent of its revenues were derived 
from sales of electric energy, thirty-five per cent 
from gas sales, and three per cent from minor 
activities. 








INCOME ACCOUNT 


Twelve Months Ended April 30th 


Gross Revenue, including Miscellaneous Income 


1928 
$55,844,816 


Increase 


$2,935,542 


Maintenance, Operating Expenses, Rentals, Taxes (incl. 
Federal Taxes) and Reserves for Casualties and Un- 


collectible Accounts 


Net Income 
Bond Interest and Discount 


Balance to Surplus 


Dividends Paid on Preferred Stock (6%) 


30,216,900 


$25,627,916 
9,243,725 


$16,384,191 
5,090,194 


$11,293,997 
4,295,984 


$ 6,998,013 
5,121,151 


$ 1,876,862 


176,302 


$2,759,240 
348,600 


$2,410,640 
823,671 


$1,586,969 
82,158 


$1,004,811 
895,087 


109,724 
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BALANCE SHEET, APRIL 30, 1928 


ASSETS 
Plants and Properties 
Investments 
Discount and Expense on Capital Stock. . 
Trustees of Sinking Funds (Uninvested 
Funds) 
Current Assets, including $12,044,200 


Cas 
Deferred Charges: 
Unamortized Bond Discount and Ex- 
pense, etc. 


$304,954,056 
16,753,292 
9,265,955 
300,794 


49,058,290 


9,608,422 


Total Assets $389,940,809 


LIABILITIES 
Common Stock Outstanding 
Preferred Stock Outstanding 
Stock of Subsidiary Companies Owned by 
Public 


$ 72,057,865 
78,909,807 


1,156 
189,487,000 
Current Liabilities 12,705,709 
Reserve for Renewals and 

Replacements 
Other Reserves 
Surplus Unappropriated 


$20,231,621 
3,348,261 
sie, bS 99390 











36,779,272 
$389,940,809 


Total Surplus and Reserves 


Total Liabilities .. 


RECORD OF TEN YEARS’ GROWTH 


Sales of 
Electricity 

K. W. H. 
587,144,000 
1,098, 123,000 


1,199,063,000 

1,334,035,000 
1,351,798,000 
1,514,981,000 
1,657,965,000 
1,070,821,000 

182.38% 


bi Ended Gross 


Oper. Revenue 


$19,813,381 


38,593,562 
39,321,535 
44,451,586 
47,729,079 
50,960,571 
54,719,227 


$34,905,846 
176.17% 


Number of 
Stockholders 
Dec. 31 


8,141 


25,265 
26,294 
31,859 
34,863 
39,149 
46,068 


Sales of 


Cubic Feet 
8,537,925,000 


12,353,849,000 
13,674,794,000 
15,277,478,000 
16,200,951,000 
17,482,206,000 
20,2 14,834,000 


11,676,909,000 
136.77% 


Consumers 
Dec. 31 


450,657 


645,410 
710,034 
763,617 
813,698 
874,724 
967,717 


517,060 
114.73% 


37,927 
465.88% 


» of the Annual Report, including Income and Surplus Accounts and Balance Sheet, certified by Messrs. Has- 
Sells, Certified Public Accountants, may be obtained on application to D. H. Foote, Vice-President and 


Secretary-Treasurer, 245 Market Street, San Francisco, Calif. 





Inquiries regarding the Company are invited 








and the first thing that will impress you is its 

atmosphere of quiet efficiency. And so it must 
be, for concentration of thought demands quiet. 
above everything else. 


| poles the office today of any great corporation 


The Remington-Noiseless Typewriter is the great 
modern agent which has wrought this transforma- 
tion. A noisy office is an inefficient ofice—typewriter 
noise is costly and destructive. The general adoption 
of the Remington-Noiseless Typewriter is decisive 
evidence of the service it renders. 


As a typewriter, it is incomparable—superior in 
ease of operation, in quality of work, in capacity for 
long and faithful service. And, above all, it operates 
quietly. 


You need the Remington-Noiseless for your own 
sake—to relieve you from the nerve strain and in- 
terruption of needless noises. Your employees need 
it—all for these same reasons. 


REMINGTON TYPEWRITER DIVISION 
REMINGTON RAND BUSINESS SERVICE INC. 
REMINGTON RAND BLDG., BUFFALO, N. Y. 


. The new improy 
\; Remington Noisel 


RE see ae 


| the only QU 
-- typewriter. . . 


rmOD UCT OF REMINGTON 




















